THIRD SUPPLEMENTAL APPROPRIATION BILL, 1951 


WEDNESDAY, APRIL 18, 1951 


Unrrep Srates SENATE, 
CoMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 
The committee met at 10 a. m., pursuant to recess, in room F-37, the 
Capitol, Hon. Carl Hayden, presiding. 
resent: Senators Hayden, McCarran, Maybank, Ellender, Hill, 
Kilgore, McClellan, Bridges, Cordon, Saltonstall, Thye, and Ecton. 


DEPARTMENT OF STATE 
INTERNATIONAL CHILDREN’s WELFARE Work 


STATEMENTS OF JOHN D. HICKERSON, ASSISTANT SECRETARY FOR 
UNITED NATIONS AFFAIRS; MISS KATHERINE F. LENROOT, 
CHIEF, CHILDREN’S BUREAU, FEDERAL SECURITY AGENCY, AND 
UNITED STATES MEMBER, EXECUTIVE BOARD, UNITED NATIONS 
INTERNATIONAL CHILDREN’S EMERGENCY FUND; WILLIAM 0. 
HALL, DIRECTOR, OFFICE OF INTERNATIONAL ADMINISTRATION 
AND CONFERENCES; MAURICE PATE, EXECUTIVE DIRECTOR, 
UNITED NATIONS INTERNATIONAL CHILDREN’S EMERGENCY 
FUND; MISS FRANCES K. KERNOHAN, ASSISTANT OFFICER IN 
CHARGE, UNITED NATIONS SOCIAL AFFAIRS; AND EDWARD B. 
WILBER, BUDGET OFFICER 


AMENDMENT REQUESTED AND JUSTIFICATION 


Senator Haypen. I shall insert the nature of the amendment re- 
quested and the justification in the record at this point. 
(The information referred to follows :) 
INTERNATIONAL CHILDREN’S WELFARE WORK 
(House bill, p. 17) 
(House hearings, p. 36: 
Estimate ii ni lions coc scl: 
Act (prior year balance res appropri: ited ) - 16, 712, 475 
House allowance (a reduction of $7,500,000 in the estimate) 5, 000, 000 
AMENDMENT REQUESTED 


The Department requests the following amendment: 
Page 18, line 2, strike out : “$5,000,000,” and insert “$12,500,000,” the estimate, 
or an increase of $7,500,000. 
81646—51——-30 463 
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EXTRACT FROM HOUSE REPORT (P. 30) 


The bill includes $5,000,000 for this item, a reduction of $7,500,000 in the budget 
estimate. The House report further recommends this amount with the under- 
standing that the ratio of the United States contribution be not in excess of 33 
percent. The purpose of this appropriation is to provide funds to continue to 
make contributions to the United Nations International Children’s Emergency 
Fund (UNICEF), pursuant to title V of Public Law 535, Highty-first Congress. 


JUSTIFICATION 


On the basis of the House report recommending that the United States con- 
tribution be not in excess of 33 percent as against the present 72-28 percent 
matching formula, the appropriation of $5,000,000 would envisage total UNICEF 
contributions of $15,000,000 compared with a total of approximately $17,500,000 
based on a United States appropriation of $12,500,000 at the 72-28 percentage. 
It would seem fair to assume, therefore, that the House action was predicated 
primarily on a change in the present matching formula rather than on a change 
in the scope of the UNICEF program. It is stated this change is intended to 
conform to a United States policy of striving to maintain its percentage contribu- 
tion to international organizations at not to exceed 2314 percent. 

The 334%-percent principle was developed during the debates at the General 
Assembly of the United Nations in connection with the United States contributions 
to the norma] administrative budgets of the various international organizations in 
which the United States maintains membership. The United States, however, 
has consistently indicated that it is prepared to contribute at a considerably 
higher percentage rate to programs of an operational or voluntary relief and 
rehabilitation nature. For example, United States contributions to such programs 
as the Palestine relief program, the Korean relief program, the technical assist- 
ance program, and the International Refugee Organization are all at a consid- 
erably higher percentage than 3344 percent. In the case of UNICEF similarly, 
the United States has contributed 72 percent of the total governmental contribu- 
tions received by the fund. The maintenance of the 72-28 percent matching 
formula as requested by the President for the remainder of this fiscal year is 
supported by the following points: (1) The fund has already received considerable 
contributions from other governments which have been made or pledged in the 
expectation that the 72-28 percent matching formula would be retained for this 
fiscal year. A substantial portion of the $12,500,000 requested would be used to 
match these contributions already made or pledged by other governments. (2) 
The existence of the 72-28 percent matching formula has proved an invaluable 
stimulus to other governments to contribute to UNICEF, thereby enabling the 
fund to obtain the necessary resources to carry on an effective program for inter- 
national children’s welfare work. 

A further factor in support of continuance of the present matching formula 
is the greater emphasis being placed during this year on*programs of assistance 
to children in Asia, the Middle East, and Latin America. A decision to reduce 
the level of United States support under these circumstances would not be in 
accord with the high level of interest in these programs. 


UNITED NATIONS AFFAIRS 
International Children’s Welfare Work 


Appropriation to date 3 75, 000, 000 
Obligation to Feb. 28, 1951 75, 000, 000 
Expenditure to Feb. 28, 1951 75, 000, 000 
Request for 4 months from Mar. 1, 1951 12, 500, 000 
Employment : 

Average number current appropriation 

Number involved this estimate 

Actual employment 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


These funds are for United States contributions to the International Chil- 
dren’s Emergency Fund in order to carry out a combined health, welfare, and 
nutrition program for children, including supplies, equipment, and technical 
aid. The amount of $75,000,000 previously appropriated has been expended 
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and additional contributions have been made by other countries to the fund 
which the United: States will be requested to match. The United States can- 
not match such contributions until the additional appropriation herein requested 
has been made. 


Proposep LANGUAGE FUNDS APPROPRIATED TO THE PRESIDENT—INTERNATIONAL 
CHILDREN’S WELFARE FUND 


“To enable the President, during the fiscal year 1951, to carry out the pro- 
visions of title V of the Foreign Economic Assistance Act of 1950 (64 Stat. 209), 
relating to international children’s welfare work, $12,500,000.” 


UNITED NATIONS INTERNATIONAL CHILDREN’S EMERGENCY FUND 


LEGISLATIVE HISTORY 
Authorization 


Public Law 84, Hightieth Congress, May 31, 1947: Authorized $15,000,000 
contribution without limitation and after that, no further contributions which 
would cause the aggregate amount of United States contributions to exceed 
57 percent of the total contributed or $40,000,000, whichever is the lesser. 

Public Law 472, Hightieth Congress, April 3, 1948: Authorized to total of 
$100,000,000 or 72 percent of total contributed after May 31, 1947, whichever 
is the lesser and extended availability through June 30, 1949. 

Public Law 170, Highty-first Congress, July 14, 1949: Extended availability 
through June 30, 1950. 

Public Law 535 (title V), Eighty-first Congress, June 5, 1950: Extended avail- 
ability of funds under title I of Public Law 7938 to June 30, 1951, and authorized 
not to exceed $15,000,000 for the fiscal year 1951. 

NoTr.—Senate bill would have merely extended original authority which would have 
amounted to $25,000,000 ($100,000,000 less $75,000,000 appropriated). 

Appropriations 

Public Law 271, Eightieth Congress, June 30, 1947: Appropriated $332,000,000 
to the President for relief assistance to war-devastated countries and referred 
back to Public Law 84 which authorized $40,000,000 for UNICEF. 

Public Law 793, Hightieth Congress, June 28, 1948: Appropriated $35,000,000 to 
the President to carry out the provisions of Public Law 472. 

Allocations to State 


F-R No. 12, $15,000,000, August 29, 1947. 
F-R No. 38, $15,000,000, March 11, 1948. 
CF No. 1, $10,000,000, June 17, 1948. 
CF No. 3, $35,000,000, July 20, 1948. 
Further appropriations under Public Law 535 
An amendment to the fiscal year 1951 appropriation bill was submitted to the 


Senate Appropriations Committee in the amount of $15,000,000. The committee 


approved $12,500,000, and this action was upheld by the Senate. The joint con- 
ferees eliminated the item entirely. After this action a letter was sent to the 
chairman of the Senate Appropriations Committee urging reconsideration, and 
a letter was also sent to the chairman of the House Appropriations Committee 
requesting favorable action if the Senate committee should recommend an appro- 
priation. An amount of $12,500,000 was subsequently included by the Senate 
committee in, the supplemental appropriation bill and was again eliminated in 
joint conference. Senate Joint Resolution 206 was introduced in the Senate 
providing for a Reconstruction Finance Corporation advance for this purpose 
pending an appropriation but did not pass. On February 7, 1951, a request for a 
1951 supplemental in the amount of $12,500,000 was transmitted to the Bureau 


of the Budget. 


INTERNATIONAL CHILPREN’S WELFARE WorK 


Statutory authorization 


Authorization is contained in title V of Public Law 535, Eighty-first Congress, 
approved June 5, 1950, for an appropriation of not to exceed $15,000,000 for the 
fiscal year ending June 30, 1951, to enable the President to make contributions to 
the United Nations for international children’s welfare work or to the Interna- 
tional Children’s Emergency Fund (UNICEF) in accordance with the provisions 
of said title. 
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Background 

The functions of UNICEF are outlined in General Assemoly Resolution 57 ¢1),,. 
dated December 11, 1946, entitled “Establishment of an International Children’s. 
Emergency Fund.” The fund was created for (1) the benefit of children and 
adolescents of countries which were victims of aggression and in order to assist 
in their rehabiiltation; (2) the benefit of children and adolescents receiving 
United Nations Relief and Rehabilitation Administration (UNRRA) assistance ; 
(3) child health and welfare purposes, generally, giving high priority. to the 
children of countries which were victims of aggression. 

On December 1, 1950, the General Assembly, at its fifth session, adopted a reso- 
lution entitled “Continuing Needs of Children.” This resolution (1) continues. 
UNICEF for 3 years and provides for further review by the General Assembly at 
that time; (2) places greater emphasis on long-range activities for children; 
(3) recognizes the necessity for devoting a greater share of the fund’s resources. 
to the development of programs outside of Europe, particularly in underdeveloped 
countries; (4) establishes a new Executive Boaréd-to consist ofthe 18 govern- 
ments who are members of the Social Commission of the Economic and Social 
Council and 8 governments to be elected by the Economic and Social Council ; 
(5) specifies, in general, the relationship of UNICEF to the specialized agencies 
in the field of international children’s welfare work. 

The nature of the future role of UNICEF was extensively debated at the 
fifth session of the General Assembly prior to its recess on December 15, 1950. 
The principal issue was whether provision should be made at this time for a 
permanent long-range program for children or whether UNICEF should be 
continued at this time as an emergency organization. The Economie and Social 
Council, in August 1950, acting on a draft resolution cosponsored by the United 
States, recommended that new and permanent arrangements be set up within 
the United Nations framework for dealing with the needs of children. This 
resolution previded for a new executive board and, in recognition of the termi- 
nation of the emergency for which UNICEF was created, changed the emphasis 
on the types of work which should be carried out in the future. Although relief 
might be given in’ special emergencies, greater attention was to be given to 
training services and demonstrations and advisory assistance, accompanied by 
appropriate supplies, in support of the recipient countries’ permanent programs. 
for children. The resolution formalized machinery for full participation in 
the program by the specialized agencies within their appropriate fields of activity. 

When the Economic and Social Council resolution was discussed in the 
General Assembly’s Third Committee (Social, Humanitarian, and Cultural) later 
in 1950, the country (Australia) which has been the second largest contributor 
to the Fund introduced a resolution which, in essence, provided that the emer- 
gency organization should be continued with no view to its becoming permanent. 
It subsequently became clear that the overwhelming majority wished to con- 
tinue UNICEF as an “emergency organization” for a period of at least 3 years 
with a view, however, to establishing a permanent program at the end of that 
time. The delegations from Asia particularly felt that there was no reason 
for concluding that there was no longer an emergency simply because “the 
emergency’ was over in Europe. They maintained that the state of their 
children had been an emergenéy situation for-eenturies. This attitude, added 
to the reluctance of certain donor countries to commit themselves to further 
financial contributions on a permanent basis, resulted in the unanimous adop- 
tion, in December 1950, of the General Assembly resolution referred to above. 
The United States abstained on the final vote on the resolution, having made 
clear that it regretted (a) that the Economic and Social Council resolution 
had not been taken sufficiently into account; (b) that a clear definition of the 
relation of supplies to long-range assistance had not been incorporated in the 
resolution; (c) that there were no arrangements included for a sharing of the 
administrative costs of the Fund by all United Nations Members; (d@) that the 
machinery for coordination between the Fund and the specialized agencies had 
not been adequately formalized. 


Organization 

The organization of UNICEF for the next 3 years, as envisaged by the General 
Assembly resolution, will, in general, follow the pattern of the existing organi- 
zation. However, the composition of the executive board is different and is in 
line with the views of the United States inasmuch as it now includes the member 
governments of the Social Commission. The newly elected board consists of 
the following 26 governments: Australia, Belgium, Bolivia, Brazil, Byelorussia, 
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Canada, Ceylon, China, Dominical Republic, Ecuador, France, India, Indonesia, 
Iraq, Israel, Italy, New Zealand, South Africa, Switzerland, Thailand, Turkey, 
United Kingdom, United States, U. S. S. R., Uruguay, Yugoslavia. 


Accomplishments 
1. Types of aid given 

(a) Supplementary feeding.—The first substantial aid granted by the Fund 
was for the benefit of children in 14 war-devastated countries in Europe and 
consisted of skim milk, whole milk for infants, fats, fish-liver oils, and some meat 
products. This began in December 1947, and by the winter of 1948-49 had 
reached nearly 5 million children. UNICEF -assisted supplementary feeding 
continues on a substantial scale in Greece, Italy, and Yugoslavia, and has been 
provided for Palestine refugee mothers and children. Six European countries 
which had previously been assisted by UNICEF are now continuing supple- 
mentary feeding from their own resources. During 1949 and 1950 a number 
of smaller-scale projects, mostly demonstration projects but including emer- 
gency assistance to refugees in India and Pakistan, were supported in Asia 
and Latin America, and are receiving continuing support. <A total of $79,300,000 
has been allocated for supplementary feeding since the inception of the Fund. 

(b) BOG antituberculosis vaccination.—One of the greatest dangers following 
the war was the spread of tuberculosis among the children and adolescents. 
In March 1948 the Fund entered into an agreement with the Danish Red Cross 
and its Scandinavian associates for the purpose of constituting a joint 
enterprise to help countries, through the provision of expert international 
staff, transport, vaccines, and equipment, to undertake mass BOG vaccination 
campaigns. These campaigns began in Europe but now extend to Asia, Latin 
America, the Middle East, and North Africa. A total of 11,500,000 children have 
been vaccinated so far through the assistance of the joint enterprise. With the 
ending of the mass vaccination campaign in Burope, the countries have an 
administrative organization within their health services to carry on vaccination 
o@ a permanent basis. Outside Burope the campaigns are continuing. The sum 
of $5,500,000 has been allocated for this activity and another $3,000,000 for 
other forms of tuberculosis control. 

(c) Raw materials.—Cotton, wool, and leather have been supplied for process- 
ing in receiving countries into clothing, blankets, layettes, and shoes for 6 million 
children. A total of $7,600,000 has been allocated for this aid. 

(d@) Aid for maternal and child-health services —Equipment and interna- 
tional advisory personnel have been supplied for child-health centers and for 
training of workers within the country for maternal and child-health serv- 
jces. Such aid, as well as the types of aid mentioned in the following para- 
graphs, has been provided to Europe and has constituted the bulk of aid to Asia 
and Latin America, for which allocations began to be made in 1948 and 1949. 
The sum of $10,500 has been allocated for this purpose. 

(e) Aid for control of communicable diseases affecting large numbers of 
children.—Supplies of simple but highly effective products, such as DDT, sulfa 
drugs, and antibiotics, were completely lacking in the war-devastated countries 
and underdeveloped countries. Insecticides, penteillm, vaccines, transport, 
and sprayers have been supplied to aid projects for the control of communicable 
diseases, including prenatal syphilis, malaria, yaws, diphtheria, and whooping 
cough. The amount of $5,500,000 has been allocated for this purpose, and 20 
million children will have been treated or vaccinated by the end of the program. 

(f) Production equipment.—Imported equipment for drying or pasteurizing 
local milk to serve 4 million children with free supplementary milk on a continu- 
ing basis has been provided. The sum of $4,100,000 has been allocated for this 
purpose. An allocation of $850,000 has also been made for imported equipment 
for the production of antibiotics in India. 

(9) “Yraining workers for maternal and child-care services.—In addition to 
equipment for training workers inside the country, the Fund has aided the 
establishment of two permanent institutions, namely, the International Chil- 
dren’s Centre in Paris, for which $1,000,000 has been allocated, and an All-India 
Institute of Hygiene and Public Health to be based in Calcutta, for which $930,000 
has been allocated. 


2. Policies and methods 
(a) All aid has been given in response to Government requests and proposals, 


and the agreed plans of operation have been administered by Governments 
(or voluntary agencies designated by them). 
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(b) Aid has been allocated by the Board either to assist during emergencies 
or to obtain continuing benefits. The main part of supplementary feeding, 
row materials, and training and medical aid in Europe consisted of emergency 
aid to countries devastated in World War II. As a result of other emergencies, 
including those from natural causes, the Fund has aided Palestine refugees, 
the people of Ecuador (following the earthquake in 1949), and refugees in 
India, Pakistan, and Korea. 

(c) Whenever international technical advice has been required, increasing 
effort has been made to obtain such staff from the appropriate specialized agency 
or the United Nations Department of Social Affairs, and closer working rela- 
tions, particularly those within countries, are being developed with specialized 
agencies. 


United States interest 


The basic interest of the people of the United States in the work of UNICEF 
continues to be humanitarian. Children should not be deprived of their mini- 
mum medical and nutritional needs. Governments, particularly those of under- 
developed countries, should be assisted in every way possible. The organization 
is now concentrating its efforts on behalf of the children of Asia, the Middle 
Hast, and Latin America. It is in the interest of the United States that aid 
should be given to these children through international means as was done 
earlier for the children in formerly UNRRA-assisted countries in Europe. It 
is also in the interest of the United States that this Government give concrete 
support to the General Assembly action on behalf of children through contri- 
butions to UNICEF. 


Program 


During the calendar year 1950, and particularly since June 1950, the Fund's 
programs have shifted both in geographic emphasis and in type. 

The programs are now more concentrated in Asia, the Middle East, and 
Latin America. The type of program has changed from the earlier mass feedigg 
of an emergency relief character, which was the essence of the earlier European 
programs, to more comprehensive maternal and child-health programs. The 
Fund, in action, has developed a new definition of an “‘emergency relief program” 
by making available to the countries outside of Europe supplies accompanied by 
the necessary technical help to enable governments to improve their child- 
welfare institutions, 

With respect to Europe, the Fund’s international resident missions in Hungary, 
Rumania, Bulgaria, Finland, and Poland were terminated during 1950. During 
this period the Fund’s allocations for Albania and Communist China were sus- 
pended owing to the failure of the authorities of these countries to meet the 
requirements of the necessary international agreements. Reports have been 
received that the mission in Czechoslovakia may close shortly. 

At the most recent executive board meeting of UNICEF (November 27, 1950) 
the major new allocations approved for Europe were for Italy, Yugoslavia, 
Western Germany, Malta, and Greece. As further evidence of the shift in geo- 
graphic emphasis, the executive board in 1950 allocated for Europe only $3,872,000 
(including $387,000 for Germany, $770,000 for Greece, $315,000 for Italy, $1,507,- 
000 for Yugoslavia) whereas it allocated $2,305,000 for the Middle Bast, $2,504,000 
for Latin America, and $5,718,000 for Asia. In addition, in 1950 the executive 
board allocated $5,982,000 for training, milk-conservation projects, financing of 
technical personnel, freight, and other administrative costs, much of which went 
for projects outside of Europe. 


Basis of estimate 


It is believed that an amount of $12,500,000 expresses the interest of the 
United States in the program of UNICEF for the fiscal year 1951. This amount 
was earlier supported by the Senate Appropriations Committee in its recom- 
mendation for an appropriation to implement title V of Public Law 535, Eighty- 
first Congress, 

The appropriation here requested will be used to match contributions made to 
the Fund by other governments within the limitations imposed by the provisions 
of Public Law 535, Highty-first Congress. The Fund reports that as of January 1, 
1951, UNICEF had received from other governments approximately $2,800,000 
in excess of the contributions which have exhausted the $75,000,000 United States 
contribution: previously authorized and provided for by appropriations. The 
Administration of UNICEF is currently making a concentrated effort to obtain 
further contributions from other governments. 
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GENERAL STATEMENT 


Senator Haypen. The committee will be in order. 
Mr. Hickerson, the Assistant Secretary of State for United Nations 
Affairs, is here. 

Do you have a prepared statement, Mr. Hickerson ? 

Mr. Hicxerson. I have, sir. 

Senator Haypen. Would you prefer to read it, or would you want 
us to put it in the record and have you highlight it ? 

Mr. Hicxerson. I would like to put it in the record, to save your 
time, and simply touch on one or two of the high spots in it, and then 
let you ask me questions, if that is agreeable to you. 

Senator Corvon. I would suggest that you go directly to the matter 
of appropriations. We had this discussed rather fully in the House. 

Mr. Hickerson. I have an additional statement supplementing that, 
and I would like to comment briefly on one or two aspects that. will 
take me only about 5 minutes. 

Senator Haypen. Very well. Then your statement and supple- 
mental statement will go in the record. 

(The statements referred to follow :) 


STATEMENT OF THE PRINCIPAL WITNESS, THE ASSISTANT SECRETARY FOR UNITED 


NATIONS AFFAIRS ON UNrTep Nations INTERNATIONAL CHILDREN’S EMERGENCY 
Funp 


I am here today to recommend strongly that your committee restore the total 
reduction of $7,500,000 recommended by the House Appropriations Committee 
in the appropriation for contributions to the United Nations International Chil- 
dren’s Emergency Fund and support an appropriation in the requested amount of 
$12,500,000 under the present matching formula, pursuant to title V of Public 
Law 535, Eighty-first Congress. I should like to indicate why I think it is 
essential that the United States continue to support this program to the extent 
of $12,500,000 for this fiscal year. This is the amount recommended by the 
Senate Appropriations Committee in the Highty-first Congress. 

It is necessary to review for a moment the purpose and program of the United 
Nations International Children’s Bmergency Fund. It was established by the 
United Nations General Assembly in 1946 for the primary purpose of extending 
aid to children and adolescents of countries which had been devastated by war. 
It was an outgrowth of the work of the United Nations Relief and Rehabilita- 
tion Administration. It gave recognition to the fact that terrible suffering would 
continue among large numbers of children on the termination of UNRRA if 
further aid was not extended to children by the United Nations. In addition to 
aid to children of certain war-devastated countries, the Fund was authorized to 
extend help for child health purposes generally, giving priority to children of 
eountries victims of aggression. 

The United States took the lead in responding to the challenge of such a pro- 
gam by contributing $75,000,000 over a period of 3 years. Approximately 53 
other countries and hundreds of thousands of private individuals and organiza- 
tions all over the world have made substantial contributions to enable the Fund 
to carry out a program of aid to children in 60 countries. The total funds made 
available by the Children’s Fund have, under agreements with the recipient 
countries, been more than matched by the recipient countries themselves. The 
net result of these combined efforts is that the United Nations has given tre- 
mendous impetus to the various types of programs of aid to children. These 
programs include supplementary feeding; vaccination against tuberculosis; pro- 
vision of clothing; aid for maternal and child-health services; assistance in the 
control of communicable diseases such as eradication of syphilis and malaria, 
diphtheria and whooping cough; development of methods of safe processing of 
milk; and training workers for maternal and child-care services. The program 
of UNICEF is: producing tangible and observable results in feeding and clothing 
children and protecting them from disease. For this reason it has become in the 
mind of the average person, not only in other countries of the world but in the 
United States, one of the chief symbols of what the United Nations can and 
should do for the common good. 
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Last year constituted a turning point im the operations of the United Nations 
International Children’s Emergency Fund. The primary purpose for which the 
fund was established was rapidly being fulfilled. This was evidenced in the 
discontinuance of emergency feeding programs in Europe except in countries such 
as Greece, Yugoslavia, and Italy, where serious emergencies have continued to 
exist. As a result it was the view of the United States, expressed in various 
organs of the United Nations that (1) there should be a shift of emphasis from 
emergency relief in the furnishing of supplies to technical help to governments 
for their permanent child welfare and health programs accompanied by supplies 
in balance, and (2) this type of aid should become a permanent feature of the 
United Nations program. The United States at the same time recognized that 
relief for special emergencies would continue to be necessary as in the cases of 
Greece, Yugoslavia, Palestine, and Korea. Our peint of view did not prevail, 
however, in the resolution which the General Assembly adopted last fall. This 
was due largely to the views of many of the underdeveloped countries which 
still preferred the emphasis to remain on a direct relief program of supplies and 
also because many of the donor countries did not wish to commit themselves to 
the financial implicaitons of a long-range program for the aid of children. Many 
of these countries felt that we were forecasting the termination of the supply 
program in favor of technical assistance without supplies. Of course this was not 
the case as Mrs. Roosevelt, our able representative in the General Assembly, 
persuasively endeavored to make clear. Our position had consistently anticipated 
that a very substantial amount of the fund’s resources would still be required 
for the purchase of supplies for the program. As a result, the General Assembly 
provided for the extension of the life of the United Nations International Chil- 
dren’s Bmergency Fund for another 3 years, at the same time agreeing to con- 
sider the possibility of permanent arrangements at the end of that time. 

The desire of the United States to establish a different type of program was 
reflected, however, in many ways. To some extent the final resolution shifts 
the emphasis of the program from countries victims of aggression to under- 
developed areas. The resolution recognizes the long-term values for children 
through the proviso that the fund should give attention, whenever appropriate, 
to strengthening permanent child health and welfare programs of the countries 
receiving assistance. The resolution calls for the reorganization of the executive 
board to insure better coordination of effort and wider geographical distribu- 
tion of governments. The views held by the United States have already influ- 
enced the manner in which the operations of the fund are being carried out by 
the new executive board. The programs in Asia and Latin America are being 
rapidly extended and directed primarily to aiding the governments of these 
countries to attack the basic problems connected with child health, nutrition, 
and welfare. It is estimated that there are between 800 and 900 million children 
unéer the age of 15 in underdeveloped areas alone. Because of the magnitude of 
the problem in these areas of the world we have always believed that such an 
approach, which shifts the emphasis away from emergency relief, is the only 
way to tackle these situations. The resources and facilities of the specialized 
agencies are being more fully utilized in both the planning and operating stages 
and through this means the possibility of duplication in programing is prevented. 
Many jointly undertaken projects are already in effect and it is expected that this 
type of practical coordination will be increased as further expansion of UNICEF 
programs takes place in these areas of the world. 

I have dealt at some length with the development of the fund and the United 
States role therein because I wish to make it clear that the United States has 
always taken the lead in the United Nations in supporting the widest and most 
effective aid to children. Differences of opinion have existed and will doubtless 
continue to exist in an organization composed of representatives of such widely 
varying cultures, as to the best methods and techniques for meeting children’s 
needs with the resources available to the United Nations. However, these dif- 
ferences as to method must not obscure the humanitarian objectives toward 
which this program is directed and in which we here in the United States have 
so great a stake. It is my earnest plea that the financial contribution requested 
for this fiscal year be approved by the Congress, so that the United States can 
resume its proper role in helping the Children’s Fund continue to achieve its 
basically worth-while objectives. The $75,000,000 originally appropriated by 
the United States is exhausted. 

I stress, what has been so evident to you in the past, that it is in the best 
traditions and interests of the United States that we continue to give active 
support to international child-welfare work. 
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This is not only because of our own interest in the humanitarian efforts of 
UNICEF but also because our failure to do so would have serious social and 
political repercussions at this time. The fund's activities are contributing to 
the social stability of the world in the provision of aid to its younger citizens. 
Although unwarranted in their assumptions, many delegations in the General 
Assembly interpreted the United States move to put children’s welfare work 
on a firmer footing and to reduce the emphasis on emergency aid as a with- 
drawal of the United States support for international assistance to children. 
The delegations from Asia, the Middle East, and Latin America felt that the 
United Nations responsibilities for relief assistance should not stop with the 
recovery of Europe but should be diverted and continued in Asia, the Middle 
Hast, and Latin America where children had been subjected to great suffering 
for centuries. If the United States at this time should fail to assume its appro- 
priate financial support of the children’s fund, such action would be interpreted 
as a sign of discrimination against the children of underdeveloped countries. At 
the same time, at least one of the satellite countries indicated its intention to 
continue its contribution to the fund. 

We are requesting $12,500,000 because the firm pledges and contributions and 
anticipated pledges and contributions of other countries by June 30, 1951, will 
be of such proportions that this sum will be required to enable the United 
States to continue its support of the fund activities in accordance with present 
matching arrangements. 

As you know, the fund projects its programs only when money is in sight. At 
the present time the fund has allocated all but $40,000 of the $152,844,000 con- 
tributed or pledged to date. Of this amount, $119,027,000 had actually been 
spent by January 1, 1951, and most of the remainder was allocated to fulfill 
programs already under way. New contributions are therefore necessary to 
enable the emergency programs to be continued in Greece, Yugoslavia, Palestine, 
and Korea beyond July 1951 and to expand the child medical and nutritional 
programs just gaining momentum in Asia, the Middle East, and Latin America. 
Not only does the fund require the full $12,500,000 for this fiscal year but this 
contribution from the United States is urgently needed now. On April 30 the 
program committee of the fund meets to approve new programs and to authorize 
the extension of certain current programs. Without the United States contri- 
bution it will not be possible to meet these requests and the continuation of the 
supply and services pipeline into the summer and fall of 1951 will be seriously 
jeopardized. 

I should like to add that the Department feels so strongly about the basic 
importance of a United Nations program for children and the necessity for 
the United States giving full support to the General Assembly resolution that 
we have initiated a request for authorization of further appropriations for the 
years 1952 and 1953. 

It is the earnest hope of the Department of State that at the appropriate time 
the Congress will give its wholehearted support to these further requests for the 
Children’s Fund. 

The United Nations International Children’s Emergency Fund is a symbol of 
the United Nations at work. It is an outstanding example of how countries 
can help themselves with the aid of the United Nations. UNICEF is making 
a tangible contribution to the social stability of countries through assistance to 
their children—who will have such great responsibility as the citizens of the 
future. 


RESTORATION OF HOUSE CUT ASKED 


Mr. Hicxerson. Mr. Chairman, I want to urge on you gentlemen 
that you restore this reduction of $714 million that the House made, 
and that you restore that ratio for the matching funds to the old 
formula of 72-28. 

I am not quite sure what the House action was based on. It appears 
to be primarily from the standpoint of adjusting the figure to 3314 
percent, one-third for the United States share. Permit me to talk 
for just a minute to beth. points. 

First of all, as to the aaa Mr. Chairman, we obtained figures 
from the United Nations Children’s Fund on their future programs, 
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the work they had in mind, their pledges, and we submitted this 
figure of $12,500,000 as the nearest estimate we could make of what 
would probably be required to match the contributions already made 
plus the additional ones expected to June 30. 

In addition to the figures which you will find in the House record 
of the pledges to date, Canada has pledged an additional $500,000 
and should be paying that prior to June 30. That, I believe, raises 
the amount of the United States appropriation on the basis of 72 
percent versus 28, to approximately $9,100,000. That is, the actual 
money in the bank that a been paid into the fund, plus firm pledges, 
would require about $9,100,000 as matching. The additional $3,- 
400,000 is based on our estimate developed in association with the 
fund and with Miss Lenroot, who is our representative on the execu- 
tive board of the fund, of what they are likely to receive from other 
governments in the next few months. 

We have not tabled, for obvious reasons, the names of the countries 
which they are negotiating with because they hope to get. some money 
out of them. But $9,100,000 is thé amount required as of this moment 
to meet the firm commitments that have been made. We think that 
the additional $3,400,000 will be required to meet further pledges. If 
the pledges are not made, the money will not be spent, sir. 

Senator Haypen. Did you have any money left over in any other 
year by reason of pledges not being met ? 


MATCHING FUNDS EXHAUSTED 


Mr. Hicxerson. They have had at various times in the past a slight 
carry-over, but they have been down to bed rock since the latter part of 
1950. Mr. Hall can give you the actual balance that they have on hand 
as of the moment. Our matching funds of $75 million have now been 
exhausted, sir. 

Mr. Hatz. Our funds are completely exhausted, and we now have 
for matching actual contributions of $897,700 and pledges of $2,161,- 
400 plus the Canadian item, which has not yet been brought forward 
but we know has been passed by the Canadian Cabinet. 

Senator Corpon. What other contributions have been made? Do 
you have a list of the contributions of the other nations? 

Mr. Hicxerson. That is in the House record. 

Senator Corvon. All right. Where, in the House record ? 


CONTRIBUTIONS BY CANADA 


Mr. Hatt. It is on page 370. Canadian contributions to date have 
been $6,596,364.19. That isthe amount that we have matched. There 
is this additional amount from Canada which will be available for 
matching shortly if we have the funds. That is on page 371. 

Mr. Hicxerson. Mr. Chairman, I would like to talk for a minute 
about this matching formula. 

Senator Haypen. I wanted to ask you, though, before you did that, 
about the need. In Europe, evidently, the need is not as great as it 
was, because they are on their feet. 

Mr, Hickxerson. That is correct, sir. 

Senator Haypen. What is the situation in other parts of the world? 
In Korea, for example? What are you doing there? 
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Mr. Hicxerson. I would like to ask Miss Lenroot to talk about the 
detailed operations in particular countries. She is our representative 
on the excutive board of the fund. 

Senator Corpon. If this present policy continues, they will have to 
do more, endlessly. 

Senator Haypen. That is one area. 

Another area that I would like to inquire about is Palestine, as to 
the situation there both among the Hebrew and the Arab population. 

Mr. Hickxerson. Miss Lenroot is right here at the table. After my 
brief statement, she will be open to questions, sir, on any of the oper- 
ations of the fund in particular areas. 
DISCUSSION OF MATCHING FORMULA 
Senator Haypen. Then you go ahead and talk about the ratio. 

Mr. Hicxerson. All right, sir. 

This ratio of our putting up 72 percent and other countries putting 
up 28 percent, I think, has been subject to considerable misunder- 
standing. 

Senator Haypen. I do know that the one-third ratio that has been 
adopted relates to the administrative expenses of the United Nations. 

Mr. Hicxerson. That is correct. 

Senator Haypen. Now, is it reasoning from that that the House 
apparently adopted this? 

Mr. Hicxerson. I think they did, sir. Let’s take first our propor- 
tion in the United Nations. We have felt, sir, from the oe of 
the United Nations that it would be not only unfair to our taxpayers 
but unhealthy for the organization for one country to pay a dispro- 
portionately large share of the cost. Now, if you go back to the 
League of Nations, Mr. Chairman, you will find that in those days, 
when there wasn’t an exchange problem, the great powers all paid 
identical contributions. But you must remember that the United 
Nations was founded at the end of World War II, when everybody 
was broke. The headquarters were located in the United States, and 
there was the dollar problem, and there was a tendency to put every- 
thing, all assessments, on the basis of ability to pay. 

Senator McCarran. Was it any worse than: now, when we are 
broke? 

Mr. Hickxerson. Senator, the rest of the world thinks that we are 
comparatively well off, and, of course, they are right. It is a matter 
of relativity. 

We felt that there should be a ceiling on contributions of any one 
country. 

Senator Brivces. For everything, Mr. Hickerson ? 


UNITED NATIONS 





ADMINISTRATIVE EXPENSES, 


Mr. Hickerson. For all contributions to the United Nations, sir, 
the administrative expenses, the ordinary budget of the United Na- 
tions. That does not relate to special programs, Senator Bridges, 
but. the ordinary running expenses. 

Now, the budget this year runs $47 million. We felt there should 
be a ceiling on that. We succeeded with great effort, and I am happy 
to pay tribute to the sterling efforts of Senator Vandenberg, who 
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represented us on the committee of the First Assembly that dealt 
with the question of contributions, to get the UN to pass a resolution 
establishing a ceiling of 3314 percent for anyone country in normal 
times, with the understanding that they would get down to that ceiling 
as rapidly as possible in light of economic conditions. 

Senator McCarran. That is the greatest amount that any one coun- 
try would pay ? 

Mr. Hickerson. Yes. Now, we are not down there, Senator. 

Senator McCarran. We are not down there. But how near are 
the others up to us? 

Mr. Hickxerson. There is a considerable disparity there. 

Senator Corpon. What it that? Let us get the disparity in per- 
centage. 

Mr. Hicxerson. We will put that in the record. 

Senator Corpon. What is it now? We are discussing this matter 
now, and we want figures now, and percentages now, if you expect 
to have consideration of the committee now. 

Hr. Hickxerson. Well sir, you will get them now. 

Senator Corpon. All right. What are they? 

Mr. Hicxerson. We are turning to them. 


PERCENTAGE PAID BY UNITED STATES IN ADMINISTRATIVE OPERATION 
OF UN 


We pay 38.92 percent of the total administrative expenses to the 
United Nations. That was a reduction of a little less than 1 percent, 
compared with last year. We have tried hard to get that reduced 
further. We will continue to try until you get down to that. ceiling. 


Senator Corpon. What do you mean, “try”? If you want to do 
that so bad, why do you not cut it down and pay only that? What is 
the requirement that you pay more than the ceiling? 

Mr. Hicxrerson. The requirement, sir, is that the organization, if it 
is to function, must have money with which to operate. 

Senator Corvon. Then the other nations will not pay it? 

Mr. Hickerson. The other nations cannot pay it. 

Senator Bripces. Oh, they have that amount of money. 

Mr. Hicxerson. We have been blocked by the veto from getting in 
new members, the accession of which would immediately bring us 
down to the ceiling. 

Senator Bringrs. Yes, but they have that amount of money. You 
might say they did not want to pay it, but you cannot say they have 
not got the money. Because the difference of a few millions is such 
that, of course, all those countries have got that. 

Mr. Hicxerson. Now, we will continue our efforts, and we will, of 
course, get down to this ceiling of 3314 percent. But that is for the 
regular running expenses of the United Nations. There have been 
pagans instances where in special programs we have paid more than 
that. 

Senator McCarran. You remember that for the international refu- 

ee work that we talked about last year, we paid a lot more than that. 

e have paid anywhere from 60 to 75 percent of some of these special 
programs. 

ow about that international refugee organization now? 
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Mr. Hicxrrson. That is through, sir. There is no request for an 
appropriation this year. They are winding up their work. They will 
continue until they repatriate the last refugee or run out of money, 
whichever happens first. But no more budget t requests. 


CHILDREN’S FUND ORGANIZATION 


Now, sir, back to this 72-28 ratio: It is not just that, sir. The chil- 
dren’s fund makes agreements with the various receiving states that 
get this assistance from the fund, and they put up in local currency 
an equivalent amount te what they receive from the fund. That is, 
they take this dollar, 72 cents of which we put up, and 28 cents from 
other countries, and bad they require the country to undertake works 
dealing with the improvement of the lot of children in a substantially 
equivalent amount. Sometimes it is more than that. So that when 
you come down to the actual proportions in any particular \ sunaad f 
or indeed in the over-all situation, instead of our putting up 72 percent 
of the amount generated by this fund, we estimate that the figure drops 
to about 34 percent ; taking into account what these countries do in 
matching funds inside the country in their own currency, things that 
they would not do if it were not for the activity of the children’s fund. 

Senator McCarran. That is not clear to me at all. I am sorry. 
Maybe it is because I did not come in in time. Your last two or three 
statements are not clear to me at all. In other words, I gather you 
are trying to say that other countries do some unusual work that they 
would not otherwise do, and you take that into consideration and give 
them credit for it. 


PAKISTAN PARTICIPATION AS ILLUSTRATION 


Mr. Hickerson. No, sir. I am just explaining to you, sir, that this 
72-28 ratio as related to the money spent in consequence of the Chil- 
dren’s Fund Organization gives an unfair picture. It does not de- 
crease our ratio. But a dollar is put up for the children’s fund. We 
put up 72 cents. The other countries put up 28 cents. That results 
in expenditures, taking into account the receiving states, say, Pakistan, 
where they have to put up a dollar or more in local currenc y, for work 
that they would not otherwise do, inside their own territory. Taking 
all that into account, the work generated in consequence of the chil- 
dren’s fund activities, our 72 > percent drops to 34 percent. 

Senator McC ANB ,n. Again I come back to this: In other words, you 
say we put up 72 percent as. against 28 percent. 

Mr. Hicxerson. That is right, sir. 

Senator McCarran. And you took Pakistan as an illustration. 

Mr. Hicxerson. Yes, sir. 

Senator McCarran. Now, do they put up 28 percent ? 

Mr. Hicxerson. No, sir; they put up the equivalent of a dollar 

‘more. 

Mr. Hatz. They match the expenditures of the fund. 

Mr. Hicxerson. In their country. 

Senator McCarran. Where does this 28 come from ? 

Mr. Hatz. That comes from the other government contributors. 

Senator McCarran. Take Pakistan alone. What does she put up 
inmoney? We put up $72 in real American coin in every $100 raised. 
Now, what is this 28 percent, using Pakistan as an illustre ition ? 
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Mr. Haut. Their contribution would be in their own currency, 

: ee McCarran. Their currency is running how much to the 
ollar ? 

Mr. Haru. I can’t tell you just off hand what the ratio is. The 
contribution of Pakistan wouldn’t be in dollars, but it would be either 
in goods or services or Pakistan currency. The actual matching is 
a double matching, Senator. In the first place, there is the interna- 
tional matching fund, of which we pay 72 percent. Then every dollar 
paid by the Children’s Fund is matched on equal basis by the country 
in which the work is being done. So that you have a 72-28 percent 
formula on the international fund, but if you take into account the 
local contributions by the participating governments, that brings 
down our contribution to something around 34 or 35 percent. 

Senator McCarran. What you mean is that that brings their con- 
tribution up something near our 72. Is that it? 

Mr. Hau. That is correct, sir. 

Senator Haypen. Let me see if I can understand this. You have 
an International Children’s Fund to which the United States con- 
tributes, through this international organization, 72 cents out of a 
dollar. The other members of the international organization con- 
tribute the remainder of the dollar. Then you take that dollar to 
Pakistan. Pakistan must put up another dollar and maybe more? 

Mr. Hatx, That is right, sir. 

Senator Haypen. So that for the 72 cents that we provide $2 worth 
of work is ultimately done at least / 

Mr. Hickxrrson. Or more. 

Senator Haypen. Well, at least that. 

Senator SatronsraLtL. Mr. Chairman, to put it another way, it is 
72 percent to 28 percent on the countries where none of the fund is 
used. Now, where the fund is used the country that is getting the 
benefits puts up 50-50. So that it is 50-50 where the country is getting 
the benefit. But where the countries are not getting the benefit, it is 
72-28, with us putting up the 72. 

Mr. Hicxerson, That is correct. 

Miss Lenroor. And may I add, Mr. Chairman, that Pakistan did 
contribute the amount of $3,000 or so im our currency for use in Paki- 
stan that went into the 28 percent. And then, in addition, it con- 
tributed on at least an equal basis for the work within Pakistan. 

Senator McCarran. Well, it contributes that in goods and services. 

Mr. Hicxerson. Yes. 

Senator McCarran. Not in dollars? 

Mr. Hau. Not in dollars. 


PERSON NEL 


Senator McCarran. Let me ask you another question there. And 
I am going to Bo into this pretty much at length when we come to the 
appropriation bill. Have you a list of all the names of personnel who 
are employed by you in this service ? 

Mr. Hickerson. You mean employed by the fund, sir? They are 
not employed by the United States Government, because it is an inter- 
national organization. We have a list of the principal individuals, 
sir, and we could get the complete list from Mr. Pate, the director of 
the fund, if you would like to have it, sir. 
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Senator McCarran. I would like to get it. I do not care about it 
now. But when we come to the annual appropriation, which we will 
come to later on, I would like to have it. 

Mr. Hicxerson. We will be glad to provide it, sir. 

Senator McCarran. I also want to know what their tendencies are 
and how much loyalty research has been gone into; whether this 72 
cents is being distributed to the world for the Epagos of propagandiz- 
ing along Communist lines. I want to know if you can guarantee 
that it is not. 

Mr. Hicxerson. Well, sir, we will be glad to give you all of the 
information you want on that. 

Senator McCarran. All right. 

Mr. Hickerson. Mr. Pate is in the room. 

Senator McCarran. Just remember that. You said you will give 
me all the information I want on that. 


DETERMINATION OF PERCENTAGE OF CONTRIBUTION 


Senator Corpon. How will the percentages of contribution be deter- 
mined? There seems to be neither rhyme nor reason in them, as I 
read them, on page 371 of the House report. I find Uruguay paying 
a million dollars in and the United Kingdom $403,000. There is no 
equity, there is no sense, there is no basis for that. 

Mr. Hickerson. You will find Switzerland paying a relatively large 
amount, and she is not even a member of the United Nations. 

Senator Corvon. Now, I want to know if this is a proposition of 
saying to them, “Will you please contribute, and we will make up 
the difference”? Or just how do you arrive at any contribution ? 

Mr. Hicxerson. It is voluntary, sir. We have taken the leader- 
ship in this great humanitarian undertaking to do something for chil- 
dren. It is in accordance, I think you will agree, sir, with the best and 
noblest traditions of the American people, that they want to help 
children. 

Senator Corvon. I want you to understand that as far as I am con- 
cerned, I would rather put up our 72 cents and do it all than to have this 
sort of a contribution. I do not want to see lip service when it comes 
to help for children. And that is what this is as far as the rest of them 
are concerned. 

Mr. Hickerson. Well, sir, we put up 72 cents—— 

Senator Corpon. And they get the credit. 

Mr. Hickxerson. Then the fund goes to the others saying, “Here, let’s 
have some money.” And they raise enough money to use up our entire 
matching fund, which Congress generously appropriated, $75,000,000. 
But it is voluntary on the part of the others. 

Senator Corvon. I am willing to give it to help the children, but if 
the United States is going to put up the money, let the United States 
get the credit for it and determine how it is to be expended. 

Mr. Hicxerson. I think, sir, we get 72 percent or more of the credits 
for this. The stimulus, the drive, has been largely American in this, 
Senator. 

Senator Corpon. I do not have any question about that. It is not a 
question of what it has largely been. It is a question of what the 
people largely think it has been. And that is a different question al- 
together. There is no argument on that as far as I am concerned. 
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AID TO CHILDREN CONSIDERED EFFECTIVE MEASURE AGAINST COMMUNISM 


Mr. Hickerson. We recognize that in times like this, you gentlemen 
have to look very carefully at every dollar that is appropriated. We 
are full conscious of that. This is an investment, Mr. Chairman, in 
stability. It is an investment in freedom. I know of no way to fight 
communism better and more effectively than helping out at the grass 
roots with the children in the way that this work Ss gone on. 

Senator McCarran. Yes; but if communism is being taught at the 
grass roots with the aid of American dollars, it is not, is it? You 
are going to have to show me this time. And I have some facts that 
have startled me. 

Mr. Hicxerson. Senator McCarran, I can only tell you that instead 
of going for literature, this goes for milk. This goes for cod-liver 
oil. It goes to things to keep children alive. 

Senator McCarran. Well, you have a system of teaching in there, 
too, have you not? 

Miss Lenroor. There is no system of teaching except for training 
professional personnel like doctors and nurses and social workers— 
giving them some opportunity. 

Senator McCarran. Do you not teach the children ? 

Miss Lenroor. No, Senator. 

Senator McCarran. Do you not have an educational program ? 

Miss Lenroor. None at all, sir; and all the training is done in the 
Scandinavian countries, in Paris, in England. There is ne interna- 
tional training center behind the iron curtain for professional per- 
sonnel. 


QUESTION OF AID TO RUSSIAN SATELLITE COUNTRIES 


Senator McCarran. Are you giving aid at all behind the iron 
curtain ? 

Miss Lenroor. Senator McCarran, in the beginning there was a 
substantial amount of aid given because countries like Poland and 
Hungary and Rumania were among the most devastated following the 
war. But those programs are being drawn to a close. The fund is 
not now operating except for some terminal activities, which will be 
very shortly completely liquidated, in any countries in Europe behind 
the iron curtain. Yugoslavia, of course, is not behind the iron curtain 
in that sense. We will continue some work there and in Greece and 
in Italy. But in none of the countries that are affiliated with the 
U.S.5S. R. will we be continuing operations. 

Senator McCarran. Well, Italy is not behind the iron curtain. 

Miss Lenroor. I say there are not countries in this that are behind 
the iron curtain, except as to what is in process of liquidation, 

Senator Corpvon. Do I understand that the Board is made up not 
of representatives of contributing nations but without reference to 
whether they are contributing or not? 

Mr. Hicxerson. That is correct, sir. 

Senator Corpon. I notice the U. 5S. S. R. is on the Board, among 
others, here. 

Mr. Hickerson. And the U. S. 8S. R. has not contributed one thin 
dime to this program, sir. 

Senator Corpon. Well, you had better start reorganizing at the 
grass roots as far as I am concerned. There is neither rhyme nor 
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reason to this thing. I do not want to see the children suffer, but 
I am not going to be a party to that at all. That is that. 
Senator Haypen. Senator Bridges? 


REPAYMENT OF LOAN FOR UNITED NATIONS BUILDING 


Senator Brinces. I want to ask you one other thing. Talking about 
the United Nations, we loaned the United Nations $65,000,000 to build 
the building. Is there any amortization plan for that and have they 
started to pay? 

Mr. Hickerson. There is, sir. And the first payment of $1 million, 
will be paid this year. It is included in their budget for this year. It 
will be paid on July 1, 1951. 

Senator Brinces. How much of the million will come from us, then ? 

Mr. Hicxerson. There will be 38.92 percent, sir. 

Senator Bripers. And is there any interest on this $65 million loan ? 

Mr. Hickxerson. Congress very generously indicated that this would 
be interest free, Senator Bridges. 

Senator Brivces. But there has not been any money paid to date? 

Mr. Hicxerson. There has not and will not be until July 1, when 
the first installment under the agreement, of $1 million, will be paid. 

Senator Haypen. Senator Saltonstall ? 

Senator Sauronsraty. Mr. Chairman, may I ask this, just to clear 
up my own mind. If it has been brought out before, stop me. 

Last year, when we made no new contributions, there was 9 mil- 
lion available, and the testimony then was that that $9 mil- 
lion would run out about January 1, 1951. Is that a correct statement ? 

Mr. Hicxerson. That is correct, sir. 

Senator SauronstaLu. Well, now, you state in this prepared state- 
ment that actually there was $119,027,000 out of $152,844,000 actually 
spent by January 1, and that the balance of the difference between 
those two figures, all but $40,000 of it, had been allocated, and that 
that was enough to carry the program forward until July of this year. 
But on April 30, the program committee is going to meet to decide 
what to do after this summer, that is, for the future. Now, is that 
a correct statement ? 

Mr. Hicxerson. Yes, sir. 

Senator Sauronstatu. So that what you are trying to do now is to 
get some money from the United States to show what the United 
States will do, for the benefit of the program committee which met 
on April 30; is that correct? 

Mr. Hicxerson. That is correct, sir. 

Senator Sarronstatt. And that money would be spent or allocated 
after July 1, 1951? 

Mr. Hickerson. Not entirely, sir. Some of it might be spent, if 
we get the appropriation, before July 1. But largely it would be 
spent after that. 

Senator SatronstauL. And your position is that unless the United 
States Government shows by April 30 what it is willing to do, when 
the program committee meets there will be no contribution probably 
of this other 28 percent? 

Mr. Hickerson. I am afraid that is true, sir, so far as amounts 
beyond those already contributed are concerned. 

81646—51——31 
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Senator Haypren. Have you concluded your statement ? 
Mr. Hickerson. Yes, sir; I am through. 


AID TO KOREAN AND PALESTINE CHILDREN 


Senator Haypen. Miss Lenroot, would you tell us briefly: I would 
like to know what they are doing in Korea and in Palestine. 

Miss Lenroor. In Korea the total allocation has been $1,050,000. 
That was made up of two sums. The first $500,000 was allocated be- 
fore the Korean War, and there were some activities started of a 
regular character. However, there was a substantial amount left of 
that original allocation, and the Board made an additional allocation 
of $550,000. Funds have been used to furnish 300,000 blankets, 150 
tons of milk, medical supplies, soap, cod-liver oil. And cotton is being 
purchased and will be made into cloth for the use of children in Korea. 
It did represent a very great asset to have had the initial allocation 
made, so that Ricdediatety the fund could move in and make its serv- 
ices available to the unified command. 

Senator McCarran. Who has charge of it in Korea? 

Miss Lenroor. That is Mr. Frazier. 

In Palestine the total allocation is $10,583,000. The fund was the 
first international agency to be able to give relief in the refugee situa- 
tion in Palestine. Within a very few weeks of the crisis, supplies were 
on the way, milk, meat, fat, wheat, and other food supplies. The 
fund has operated as a part of the United Nations Relief Operation 
in Palestine. Medical supplies have been extensively used in staving 
off epidemics among the refugees. 

Senator Corvon. That is without reference to children; any refugee, 
is it not? 

Miss Lenroor. No; the fund’s work is confined to child refugees, 
but it is coordinated with the other work for adults. 

Senator Haypen. Those refugees are primarily Arabs? 

Miss Lenroor. Yes, sir; they are. 

Senator Brinees. How old do you classify a child, under this? 

Miss Lenroor. I presume up to 14 or 15 years of age in this 
situation. 

Senator McCarran. You are speaking now not of Korea? 

Miss Lenroor. I was speaking of Palestine. There were two ques- 
tions raised, one on Palestine and one on Korea. 

Senator Corpvon. We made a special appropriation on two occa- 
sions for refugees in Palestine, separate and apart from this. 

Senator Haypen. That was for general refugee relief. 

Senator Corvon. That takes care of the children. You do not give 
that to the old folks and keep it away from the children, do you? 

Miss Lenroor. The fund went in very quickly, before the Congress 
or any other agency had the opportunity of making money available 
for relief in Palestine. 

Senator Haypen. Are there any further questions? 

Miss Lenroor. Mr. Chairman, may I make one or two statements ? 

I have been on the Board since it was organized in December 1946 
and a member of the program committee of the Board. I would like 
to speak just for a moment on the composition of the Board, which has 
been reorganized under the Assembly resolution adopted last De- 
cember. 
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Senator Corpon. May we have that put in the record, Mr. Chairman ? 
That resolution ? 

Miss Lenroor. Yes. We would be glad to provide that. 

(The resolution referred to follows :) 


[United Nations, General Assembly. General. A/1597. December 2, 1950] 


Fifth session 
Agenda item 64 


CONTINUING NEEDS OF CHILDREN: UNITED NATIONS INTERNATIONAL CHILDREN’S 
EMERGENCY FUND 


Resolution adopted by the General Assembly at its three hundred and fourteenth 
plenary meeting on December 1, 1950 


(Adopted on the report of the Third Committee (A/1455) ) 


The General Assembly, 

Having considered resolution 310 (XI) of the Economie and Social Council 
in the light of resolutions 57 (1) and 318 (IV) of the General Assembly, 

Recognizing the necessity for continued action to relieve the sufferings of 
children, particularly in underdeveloped countries and countries that have been 
subjected to the devastation of war and to other calamities, 

1. Reaffirms its approval of the policy of the Executive Board of the United 
Nations International Children’s Emergency Fund to devote a greater share of 
the Fund's resources to the development of programmes outside Europe; 

2. Hrpresses again its gratitude to Governments and individuals for their 
generous contributions enabling the Fund to carry out its tasks; 

3. Renews its appeal to Governments and private persons to continue their 
contributions to the Fund, and to the various official and private international 
organizations interested in child welfare to collaborate with the Fund in every 
possible way ; 

4. Recommends to Member States that they develop and improve their national 
child welfare services, providing, if possible, the necessary funds for that 
important purpose under their respective budgets ; 

5. Requests the Economic and Social Council, in consultation with the appro- 
priate specialized agencies: 


(a) To give greater emphasis in support of national programmes designed 
to aid children within the framework of existing United Nations activities 
for promoting the economic and social development of underdeveloped areas ; 

(b) To explore the means of procuring and financing supplies incidental 
to such programmes, especially those needed for demonstration purposes ; 


3. Decides: 


(a) That the Executive Board of the Fund shall be reconstituted as from 
1 January 1951 to consist of the Governments of the States represented on 
the Social Commission and the Governments of eight other States, not neces- 
sarily Members of the United Nations, to be designated by the Economic 
and Social Council for appropriate terms, with due regard to geographical 
distribution and to the representation of the major contributing and 
recipient countries ; 

(b) During the period of the Fund’s existence, as provided in paragraph 
6 (e), the Board, in accordance with such principles as may be laid down 
by the Economic and Social Council and its Social Commission, shall, with 
due regard to the urgency of the needs and available resources, formulate 
the policies, determine the programmes and allocate the resources of the 
Fund for the purpose of meeting, through the provision of supplies, training 
and advice, emergency and long-range needs of children and their continuing 
needs particularly in underdeveloped countries, with a view to strengthening, 
wherever this may be appropriate, the permanent child health and child 
welfate programmes of the countries receiving assistance ; 

(ec) That the Executive Board shall take all necessary steps to ensure 
close collaboration between the Administration of the Fund and the special- 
ized agencies, pursuant to the agreements between the United Nations and the 
specialized agencies ; 
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(ad) That the Administration of the Fund shall, as appropriate, obtain 
from intergovernmental and nongovernmental organizations having a 
special interest in child and family welfare the advice and technical assist- 
ance which it may require for the implementation of its programmes ; 

(e) That the General Assembly will again consider the future of the Fund 
at the expiration of three years, with the object of continuing the Fund on a 
permanent basis. 


COMPOSITION OF EXECUTIVE BOARD OF CHILDREN’S FUND 


Miss Lenroor. The Board consists of the representatives of the 18 
governments, members of the Social Commission of the United Na- 
tions, and others elected by the Economic and Social Council of the 
United Nations. The only two countries now on the Board that are 
behind the iron curtain are the U. 8. S. R. and Byelorussia. Of course, 
this being a United Natiens operation, it was considered that there 
should be some representation. The U.S. S. R. was a member of the 
Social Commission. 

Many of the countries on the Board have contributed generously to 
the fund. Among the most important contributors are Australia, 
Canada, New Zealand, which is now on the Board, and Switzerland. 
There is not a requirement that one must be a contributor in order to 
be a member of the Board. 

Senator Brineres. Why should Russia be on the Board, if they have 
not contributed anything on this thing? 

Miss Lenroor. The Board, Senator, was set up with the idea that 
it would be a representative group of United Nations members. It 
is not an organization of contributing countries. In the recent reor- 
ganization, it was thought desirable, and the United States furthered 
the idea, in order to get greater integration with other activities of 
the United Nations, to have the Social Commission automatically rep- 
resented on the Board, and the U. S. S. R. is a member of the Social 
Commission. 

Mr. Hicxerson. So it follows automatically. 

Miss Lenroor. It follows automatically. 

I am a member of the program committee, and the program com- 
mittee carefully reviews all the programs and is responsible for seeing 
that the activities of the Administration are in conformity with the 
princples of the fund. 

Senator McCarran. Have you a program now established ? 

Miss Lenroor. Yes, sir; we have. 

Senator McCarran. Have you a copy of that that we could see? 

Miss Lenroor. The summary of the program is in the first: part of 
this compendium, and there are four or Fve pages that outline the 
types of activity being carried on. I guess it would be some 10 or 12 
pages. I don’t know whether you want that all inserted in the record. 


SCOPE OF PROGRAM 


My statement before the House committee summarized briefly the 
types of programs being carried on by the fund, which include child- 
feeding operations; milk-conservation projects; medical projects, in 
cooperation with the World Health Organization, including projects 
for vaccination against tuberculosis, projects for the control of 
syphilis through the use of penicillin, and a tropical disease called 
yaws that affects many children; projects for the elimination of ma- 
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Jaria, which is one of the major causes of child illness and child death 
in many of these areas; projects for basic maternal and child health 
services to organize child health conferences and nursing services, 
and other basic maternal and child health services, equipment for 
institutions for children, hospitals, and so forth; training programs 
for local personnel and international training programs for doctors, 
nurses, and social workers; raw materials for children’s clothing and 
shoes, and for blankets in emergency situations such as Korea and 
Palestine. 

Senator Corpon. Do we not have a point 4 program in the field of 
malaria ¢ 

Miss Lenroor. We have. This is integrated, Senator, with the 
point 4 program. 

Senator Corpvon. That is interesting, because I would like to see 
all of this program integrated with it. I think it ought to be inte- 
grated with it, and if we are going to carry the burden, let us carry it. 
We will know who is working for us. We will know who is on the 
Board. And if it is our funds that are doing it, if we are the motive 
power, let us do it. I would like to hear your views with reference to 
that particular matter. 


FOCUSING ATTENTION OF PEOPLE ON UNITED NATIONS 


Miss Lenroor. I would be very glad to give them. I think it is 
very important that the United States be in a position to cooperate 
directly with other countries under the point 4 program. The Chil- 
dren’s Bureau, of which I have the honor of being Chief, was one of 
the pioneers in that kind of international cooperation. However, I 
think there is a tremendous value in some of this international activity 
being carried on under the United Nations organization; because as 
long as the United States foreign policy is to support the United Na- 
tions, there is no better way of bringing the United Nations to the 
attention of people in a meaningful way than through assistance to 
children. 

The question was asked earlier whether the people, for instance, in 
the iron-curtain countries knew that this was a United Nations pro- 
gram, or knew that the United States had anything to do with it. I 
would say in the first place that every country that has contributed to 
the fund, and there are 52 countries besides United States that have 
contributed, knows that the United States has made a most generous 
offer in offering to match 72 percent to 28 percent from other countries. 
Every country knows in detail what the United States has done. 

Senator Corvon. Of course, you mean by that, do you not, that the 
individuals in the several countries who have to do with this, know it; 
not the people of the countries? 

Miss eon or. Well, it is fairly widely known in many groups, both 
volunteer groups and official groups. 


UNITED STATES SUPPLIES LABELED 


Then the next point I want to make is that in all countries where 
substantial supplies have gone in, particularly the emergency feeding 
supplies, the containers are labeled “United States.” The bulk of the 
powdered milk, for example, has been obtained from the United 
States. The names of the United States firms furnishing the product 
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are on the containers, and these containers have gone to the little 
schools and health centers and villages all over the country, and every 
family whose child has benefited from this program is very likely 
to have known not only that it is a United Nations program, because 
the fund requires that publicity be given, that posters'be put up, and 
so forth, but also that the large bulk of the supplies have come from 
the United States. There have been contests, for instance, among 
school children, bulletins developed, showing the United States con- 
tributions. And I believe that those who have had the opportunity 
of going out into the highways and byways of these countries can 
testify that it does represent a very significant contribution to a good 
feeling toward the United States to have this tangible evidence of 
its interest in children. 


NO POLITICAL THEORY PROPAGANDIZED 


Now, I would like to comment for a moment on the staff of the 
fund and the question that was raised about whether there was prop: 
aganda in favor of any particular political theory. It is one of the 
principles of the fund that aid shall be available to children without 
regard to political belief or creed or other circumstance, and the fund 
has insisted that that principle be lived up to. The staff of the fund, 
headed by Mr. Maurice Pate, who is here, an American of distin- 
guished reputation, one of Mr. Hoover’s colleagues in the relief opera- 
tions after the First World War, has built up an organization which 
is devoted to this idea, of international work for children; and from 
my intimate association with the work of the fund I am convinced 
that the staff is loyally devoted to this central idea and is not con- 
cerned with the advance of any propaganda in favor of any concepts 
of government that are opposed to the concepts that we are striving 
to preserve in the world. 

The House report, Mr. Chairman, referred to the fact that the 
program had altered since the original contributions by the Congress. 
I want to say that the alterations that have been made have been 
fully in accord with the policy expressed by the United States Con- 
gress, particularly in Public Law 535, which is the authorization for 
this appropriation. That law recommended that contributions be 
made by the President for a long-range program for children. And 
the General Assembly of the United Nations has directed the fund to 
shift its emphasis from emergency to long-range planning, and to 
the countries in Asia, in Latin America, in Africa, and other parts 
of the world where the children are tremendously in need of assist- 
ance. So that I feel that the changes in emphasis have been carrying 
out the will of Congress as expressed in Public Law 535. 


URGENCY OF NEED FOR APPROPRIATION 


The last point I want to make is that additional appropriations in 
the amount requested are urgently needed in order to make it possible 
for the fund to go forward without interruption in programs that are 
of vital importance, and to procure the supplies necessary to go for- 
ward with some extension of the programs in areas that have had far 
less than their appropriate share of assistance because of the necessary 
concentration on European countries in the early years following the 
war, 
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It takes a long period to actually have aid reach children as a result 
of a decision of the program committee and the executive board. For 
example, I have here a statement prepared by the fund of the estimated 
use of new resources, showing, for example, that we will need new 
resources to continue to extend assistance to children in Greece, and 
we have had urgent communications from the Greek Government as 
to the need of continuing assistance in Greece. We will need more 
funds for assistance to Korea and to Yugoslavia, and we will need 
funds for continuing assistance to India. 

I had the privilege of talking with a member of the upper house 
of the legislature of the state in which Madras is located in India the 
other day, who told me that the powdered milk made available by 
UNICEF for children on the verge of starvation or actually starving 
was very considerable; that they were going out into the villages and 
bringing in these starving children. Many of them died, but the 
powdered milk was an invaluable addition to that program. 

Then we have done very little in Africa. There are terrific prob- 
lems of health in Africa, which we need to procure DDT for to 
combat insect-borne diseases and other supplies, and unless we can 
begin to procure these supplies, there will be a serious delay in putting 
the program in operation, and there are similar situations in the other 
parts of the world. 

The program committee will meet April 30 and the Board on May 
22, and I believe that it will be a serious thing if there are not funds 
available. The present funds available for new allocations are only 
a million dollars—all contributed from non-United States sources— 
and there ought to be funds available totaling $15 million in order 
to implement programs that are very well worked out and that the 
governments are most interested in having developed. The fund has 
a substantial backlog of non-United States contributions available for 
United States matching. 

Senator Haypen. We thank you for your statement. 


DISCUSSION ON APPROVAL OF PROGRAM BY CONGRESS 


Senator Briners. Mr. Chairman, I would like to ask Mr. Hickerson 
a question here, wholly aside from the International Children’s Fund. 

I find in a letter addressed to Senator McKellar from the State 
Department this statement made: 

The United States, however, has consistently indicated that it is prepared to 
contribute at a considerably higher percentage rate to programs of an operational 
or voluntary relief and rehabilitation nature. 

This is wholly aside from the children’s fund. What I would like 
to ask you: Who determined that policy for the United States? Was 
Congress consulted in it? 

Mr. Hickerson. Yes, sir; Congress was consulted. Congress ap- 
propriates the money. 

_ Senator Brincrs. How were they consulted? 

Mr. Hicxrrson. They were consulted, Senator Bridges, to the extent 
possible, in advance, with the appropriate committees, through our 
consultative committees, which were set up last year, and informal 
consultation with the leaders, to determine whether or not we could 
not, in special cases where there was keen United States interest, make 





486 THIRD SUPPLEMENTAL APPROPRIATION BILL, 1951 


a more substantial contribution, where it involved not just adminis- 
trative services but the purchase of goods. 

Senator Brinces. But have you anything where Congress put that 
in any formal action ¢ 

Mr. Hicxerson. Let me see. In various programs that have come 
up in the past, sir, Congress has approved that. 

Senator Brinces. I would like to see that. That is quite a broad 
statement. 

Senator McCarran. Congress has approved the programs? Where 
have we approved them ? 

Mr. Haut. I think that statement was first made in the United 
Nations General Assembly in 1947. Senator Vandenberg made that 
statement at the time we were trying to get our contribution to the 
administrative budget reduced to 3314 percent. We indicated that 
we were at that time contributing to the IRO and other operational 
programs at a higher rate than the rate at which we were ek 
to the administrative expenses, and we have consistently followe 
that position in our statements to the UN for some years now. 

Senator Corpon. Whom do you mean by “we”? 

Mr. Hart. The United States General Assembly delegation. 

Senator Corpon. Then you take the position that the United States 
delegation to the General Assembly a the power to commit the 
Government ? 

Mr. Hatz. No, sir. 

Mr. Hickerson. No; anything they say involving money depends 
on you gentlemen. But they have made in various instances, Senator 
Bridges, statements, and you gentlemen have appropriated the money. 

Senator Corpon. Here you say the United States has consistent 
indicated that. That is the United States; that is everybody, inched 
ing the Congress. 

Mr. Hickxerson. Most of those things, Senator Cordon, are in the 
nature of voluntary contributions. There is no binding commitment. 

Senator Corpvon. I am talking about your statement. It is wrong, is 
is not? It would be more accurate to say the United States has not 
done it? 

Mr. Hickxerson. It would be more accurate to say the Executive 
has consistently indicated that, and in particular programs Congress 
has appropriated the money to implement these statements. 

Senator Corpon. Without knowing about this? 

Mr. Hicxerson. No, sir. I think they knew about the particular 
programs. 

Senator Corpon. It would be interesting if you would give us the 
evidence on that. 

Senator Brinces. Now, about this statement: 

The United States, however, has consistently indicated that it is prepared to 
contribute at a considerably higher percentage rate to programs of an operational 
or voluntary relief and rehabilitation nature, 

That is a general statement affecting all contributions of over-all 
policy, and I think it is quite important for us to know who made that, 
on what authority it is made. t do not remember anything. 

Senator Haypen. It was made as part of an argument to get the 
reduction in the amount of administrative expenses that we are to pay 
in the way of a contribution to the United Nations itself. 
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Senator Corpon. Someone without authority made it; did he not? 
That is the point. If it was made on the strength of an individual, 
that is one thing. If it is a commitment of the United States, as this 
statement indicates, it is quite another thing. 

Mr. Hicxerson. It is not a commitment of the United States. 

Senator Brings. The statement is in error,then. That is all. 

Mr. Hickxerson. We come to Congress to get the money for these 
things. I think that when Senator Vandenberg made that original 
statement, Senator Bridges, he had in mind not a binding precedent 
of any sort for the future, but simply a description of the present. 

Senator Brivers. Can you find where Senator Vandenberg made 
that exact statement ? 

Mr. Haru. Not the exact words, I think. Senator Vandenberg was 
speaking about the situation at that time. We had just completed the 
UNRRA program, to which we had contributed 72 percent. The 
Executive was undertaking the obligation to submit to Congress a 
request for the International Refugee Organization program, where 
we were contributing substantially above one-third of the cost. 

At that time I think there were one or two other programs. There 
was the program of joint support for the civil-aviation facilities, for 
which, as I recall, at that time the Congress had approved the first 
appropriation. 

Senator Brineres. That is why I say I want to leave the International 
Children’s Fund out of it. That is on its merits in this thing. But 
here is a general policy of the United States Government. Now, you 
do not mean to say that it becomes a policy when one United States 
Senator says so; do you? 

Mr. Hat. No, sir. 

Senator Brinces. That is why I say I want to leave the International 

Mr. Haut. I want to make it clear that Senator Vandenberg was 
speaking as a member of the delegation, and in that capacity was not 
speaking as a Member of the Senate. 

Senator Brinces. But he could not speak as a member of the delega- 
tion and commit the United States. 

Mr. Hicxerson. He could not commit the United States for the 
future. 

Senator Corvon. But the statement says that the United States has 
consistently indicated that. That means it was indicated time after 
time, without change or deviation. Let us look at the language. It 
is plain. It means something that has not been done. 

Mr. Hicxerson. I think, sir, the language would be more appro- 
priate if it said that the representatives of the Executive has indicated 
that. 

Senator Corpon. It should be limited to the facts. 

Mr. Hickerson. I think you are correct there. And whether or 
not that is done is dependent on the appropriations made. And there 
were cases where it was indicated it was to our national interest to do 
this. But there was no commitment to do that, and it could not be 
made without the approval of Congress, which appropriates the 
money. 

Senator Corvon. Although your statement also says that all other 
contributions have been made on the faith of that commitment. 

Mr. Hickerson, No, sir. 

Senator Corvon. Well, read it. It is right here. 
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Mr. Hicxerson. On the merits of the case itself. 

Oh, that relates to the question where we have put up $75 million. 

Mr. Hau. That is correct, sir. There was no commitment, but I 
think the other governments have acted on the implication or on the 
understanding that we would make a matching contribution. It was 
made clear by Mrs. Roosevelt in the Assembly discussions last year 
that it depended on congressional action on appropriations, and Mrs. 
Sampson made a statement to that specific effect in the plenary session 
of the General Assembly, It was dependent, she said, on the action 
of the legislative branch of the United States Government. 

Senator Haypen. Are there any other questions, gentlemen ? 

If not, there is a tabulation here of the computation of resources for 
UNICEF-assisted child-care programs that I think should go in the 
record; and also this statement of the summary evaluation of child- 
care programs assisted by UNICEF. 

(The information referred to follows :) 


Unitep NATIONS INTERNATIONAL CHILDREN’S EMERGENCY FUND 


I. LEGISLATIVE HISTORY 
(a) Authorization 


Public Laws 84 (80th Cong.) and 472 (8list Cong.) authorized up to $100,000,- 
000 for UNICEF on a matching formula whereby the United States contributed 

2 percent of the funds appropriated by governments for children outside their 
national territories and the receiving countries contributed another 100 percent 
in new resources for UNICEF-assisted child-care programs. Public Law 170 
continued this authorization through June 1950 but expressed a concern that no 
more contributions should be made for United Nations “emergency” programs to 
children. However, the Senate approved a further authorization of $25,000,000, 
the balance of unappropriated sums, which was reduced in conference to $15,- 
000,000 and the terminology changed to provide for a successor organization if 
the General Assembly of the United Nations so desired. 


(b) Appropriation 
Public Laws 271 (S8list Cong.) and 793 (81st Cong.) appropriated a total of 
$75,000,000 for UNICEF. (Another $15,000,000 has been authorized but not ap- 
propriated. ) 
II. PROGRAM 


Many millions of children have been protected from malnutrition, disease, and 
death through the Fund’s programs of special assistance to children. Originally 
established to aid children suffering from the results of the Second World War, 
the Fund gradually shifted its field of operation to Asia, Latin America, and the, 
Middle East as the European countries were able to assume this responsibility for 
themselves. 

Last fall (November 1950) the General Assembly of the United Nations unani- 
mously decided to continue the Fund’s operations which had stimulated greater 
local initiative at the practical, tangible level of community assistance than any 
other program of the United Nations. 


Ill. FINANCIAL STATUS 


The last meeting of the UNICEF Executive Board (February 1951) allocated 
all but $40,000 of the Fund’s resources. Since that time new contributions from 
governments other than the United States have increased the funds available 
for allocation to $1,000,000. Of the $153,000,000 allocated from cumulative re- 
sources, over a 3-year period, all but $14,542,000 were obligated to suppliers as of 
April 1, 1951. These were committed as follows: 


China and Indochina (frozen in reserve) 
Asia and Latin-America area allocation 
BSUS COOMERA: ET. PSR Tn sk ce egtin  cehS pennies 350, 000 
Committed for programs under discussion with other countries: 
(a) Medical 
(b) Other 
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Iv. “MATCHING FORMULA” 

The “matching formula” whereby the United States Government contributes 
72 percent of the Government contributions made available for use outside na- 
tional territories derives from a House bill which originally stated that the 
United States would contribute 50 percent of the total new resources made avail- 
able for UNICEF-assisted programs. (See Conference Report No. 1655.) The 
other 50 percent would be made of 25 percent in new resources from receiving 
countries and 25 percent in contributions from other governments for use out- 
side their borders. The conference altered the proportions to 72 percent from 
the United States and 28 percent from other governments for use outside their 
territories and another 100 percent from receiving countries. In consequence of 
this formula the United States has contributed 72 percent of the International 
Fund and approximately 34 percent of the total new resources made available to 
UNICEF assisted programs over the last 3 years. (See attached table.) 


Composition of resources for UNICEF-assisted child-care programs 


{In thousands of dollars} 


Other gov- 


United = 
| ernments Total 


States 


I. Composition of all UNICEF resources from June 1947 | 


(a) Government contributions. _-. 

(b) Private contributions. - .. 

(c) UNRRA residual assets ___- 

(d) Miscellaneous (interest, marine claims, difference 
in exchange, etc.) ‘ 


Total resources available for allocation _ _. 


II. Estimated local contributions of recipient governments | 
made to match UNICEF imports under country agree- | 


ments... .- . . e Swieene 


Grand total 


75, 000 
1, 100 
23, 400 


through March 1951: | 
' 


1, 500 


101, 000 


11, 300 
8, 900 


53, 000 


142, 000 


| 


400 | 


107, 400 
12, 400 
32, 300 

1, 900 


154, 000 


142, 000 


296, 000 


101, 000 | 195, 000 


IIl. Percentage ($296,000,000, grand total of all_ contributions) 34 66 100 


percent .. 
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494 THIRD SUPPLEMENTAL APPROPRIATION BILL, 1951 


Senator Kizrcorr. Mr. Chairman, could I ask one question? 

Senator Haypen. Senator Kilgore. 

Senator Kircore. Are any child-care programs being carried on 
the satellite countries or behind the iron curtain at the present time? 

Senator Haypen. Miss Lenroot testified to the effect that what was 
left was being wound up rapidly. 

Senator Kiieore. I was just asking if it is going on at the present 
time. 


STATEMENT OF MAURICE PATE 


Mr. Hicxerson. I think, Mr. Chairman, that my understanding 
is that you are going to hear Mr. Pate in a few moments, as Director 
of the fund. He can give you all of the details of that much better 
than I. 

Senator Haypen. I was going to call him as our next witness. 

Mr. Pate, you appear here at the request of Senator Ferguson ? 

We will be glad to hear you. 


AID TO EASTERN EUROPEAN COUNTRIES 


Mr. Pare. Mr. Chairman, would you like me to answer the question 
just asked ? 

Senator Haypen. Senator Kilgore asked the question. 

Mr. Pare. In answer to the question, UNICEF is still operating in 
countries of Eastern Europe behind the iron curtain, I would say 
that over the period of our operations I have done my level best to 
maintain operations in those countries and would like to maintain 
them as long as there is justifiable need in those countries. 

In the earlier part of the operation, a substantial part of our aid 
went to countries in Eastern Europe because their children had suf- 
fered the most as a result of the war. UNICEF has never and does 
not up to now recognize any question of ideology in the matters of 
assistance to children. The fact of the case is our programs are 
largely and naturally winding up in those countries at the present 
time because most of them have their milk supply restored. The 
have rebuilt their herds and UNICEF .aid is not as necessary as it 
was 4 years, 3 years, 2 years, and 1 year ago. But we still are com- 
pleting some programs in countries of Eastern Europe. 

My greatest problem has been to keep the action afloat on an even 
keel in those countries. 

Senator Kirgorr. Why do you say that ? 

Mr. Pate. UNICEF with a certain amount of notice has actually 
been asked, and without any friction on the part of our personnel, to 
leave Rumania 114 years ago, to leave Hungary 2 years ago. 

Senator McCarran. You were asked to leave? 

Mr. Pare. The Governments of those countries asked us to with- 
draw. When they did so, they gave up substantial allocations of relief 
which still existed on the books for those countries. 


AID TO BULGARIA 


Senator Kircorr. Did they not do the same in Bulgaria? 
Mr. Parte. No, sir. We have had one of our best operations in Bul- 
garia and that operation, in a small way, is still continuing. Our rela- 
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tions have been satisfactory with the Government of Bulgaria. I 
speak of the relations of UNICEF. 

Senator Kircorr. Whom do you have in Bulgaria now? 

Mr. Parr. At the present time we have no resident international 
staff because the value of the program is less than $40,000. We have 
members of our staff which visit Bulgaria, periodically, in just the 
same way we operate in a number of other countries, by regular visits 
of our staff when the programs are so small that it is not sound or 
economical to maintain a resident representative. 

Senator Krrcorr. What is the nature of the program you are carry- 
ing on in Bulgaria now? 

Mr. Parr. At the present time we are moving in certain limited 
medical supplies for handicapped children. That is, it is for children 
who have out their sight or their limbs or are handicapped in other 
respects. 

Senator Kireéorre. Do you have any way of ascertaining whether or 
not it is actually used for those children ? 

Mr. Pate. Yes. We have our doctors and other staff members visit 
this country regularly. An American doctor was last in Bulgaria 
about 2 months ago. He spent 2 weeks there at that time. He went to 
the institutions where this equipment is coming in. He saw the chil- 
dren under treatment. He traveled at that time some hundreds of 
miles in the country and also to provincial points. 

I, myself, have visited Bulgaria three times in the course of this 
work. I personally know the Bulgarian doctors who are running 
these institutions. Many of them are still nonpolitical men carrying 
on a sound task in this field in which we are interested. 

Senator Kincore. Do you know anything about that hospital near 
Sofia that was built with charity funds and has been taken over by 
the Bulgarian officials? Shall I say the Russian officials, who are now 
operating Bulgaria, taken over as a sort of private sanatorium for 
their own use ¢ 

Mr. Parr. I do not happen to know about that. It is something that, 
to my knowledge, has no connection with this program. 

Senator Kricore. It was to take care of charity cases of children 
and others. The last information I had on it was that it had been 
taken over as a sort of well safe-guarded hospital for certain officials 
over there, but they had not been able to get it into operation because 
of the fact they could not get the medical staff for it when they 
changed it over. It had been vacated by all the patients for whom it 
had been built. 

Mr. Pare. I wonder if that is probably a hospital assisted at one time 
by the American Joint Distribution Committee ? 

Senator Kircorr. It may have been. It was an American project. 

Mr. Parr. UNICEF, itself, never invested any funds in buildings 
of any country. 

Senator Kizcorr. I was giving that as an illustration of the attitude 
of Bulgarian officialdom in the present situation as evidence of whether 
or not the things we send in there might not be used to help others 
than those for which it was intended. I am in favor of taking care 
of children, but I do not want that fund abused. I have had experiences 
in this country during the depression when lazy fathers would use 
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their children in order to get public assistance funds to keep them in 
idleness. I have had to lock a few of them up in my day and I do not 
like to see funds designated for children nal any other way. 

Mr. Pars. May I say UNICEF has not shipped any food into Bul- 
garia for the past 9 months, and does not intend to ship any. 

Senator Kinegore. What does it ship? 

Mr. Pater. Only medical equipment for handicapped children in 
specific institutions. 

Senator Kiicore. There is a tremendous shortage of that there, too. 

We do not have a minister or a staff there any more. 

Senator McCarran. Are you permitted to come and go in Bulgaria 
as you please ! 

Mr. Pare. Yes, sir. 

a Krieore. Are Americans on your staff permitted to come 
and go? 

Mr. Pare. Yes, sir. As a matter of fact, our mission chiefs in 
Bulgaria, over a period of 3 years or 314 years, were successively both 
Americans. The doctor who visited there a couple of months ago 
was an American. 


AID TO CZECHOSLOVAKIA AND POLAND 


Senator Kircorr. What about Czechoslovakia and Poland; are you 
omnring on programs there ? 

Mr. Parr. The programs there are gradually winding up. Our 
mission chief, an Englishman, left Prague on March 15. 

With regard to Poland, our mission chief there, until the end of 
last year, was a Swiss with an American deputy. We continued to 


pay regular visits to Poland to observe the utilization of the equip- 
ment previously sent there. 


AID WITHDRAWN FROM CERTAIN COUNTRIES 


Senator McCarran. In what countries did I understand you to say 
vou were told to leave? You were told to leave certain ones? Which 
ones ¢ 

Mr. Pate. We were asked to leave Rumania, Hungary, and we could 
not compose our differences of principle with Albania and were, there- 
fore, obli ged to withdraw. 

Senator McCarran. Were reasons given for your being ordered out ! 

Mr. Pare. Yes, sir. 

Senator McCarran. What were they ? 

Mr. Parte. They asked us to send the goods and said their govern- 
ments and people could be relied upon to get those goods to the children 
without resident representation. 

Senator McCarran. Had they, up to that time, cooperated with you 
to such an extent as to set themselves in your place when you left? 

Mr. Pare. I believe the operation in Rumania, which was quite a 
well-organized operation, could have gone on without the international 
representation as far as the distribution of the goods was concerned. 
But under the UNICEF principle of “trusteeship” whereby we retain 
title to all goods until their end utilization and employ an inter- 
national staff to supervise the terms of the country agreements jem- 
bodying this principle we could not ship the supplies without an 
international staff to freely check the whole operation. 
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Senator McCarran. They were willing to have you ship the goods 
and “ would do the distributing ? 

Mr. Pare. Yes. 

Senator McCarran. They were not willing to have you remain in 
there, your organization, and carry on the work? 

Mr. Parr. They were going to let us remain, but they did not wish 
our people to move freely in the country. That is a principle of the 
fund, that our international staff must be able to move everywhere 
where the goods are under utilization. 

Senator Kireore. Did you not find out in some of these other coun- 
tries your people were under surveillance all the time no matter where 
they moved ¢ 

Mr.-Pate. From time to time that has been reported to me. How- 
ever, I may say that I have some very good and completely non-Com- 
munist people on the staff in those countries who have been so imbued 
with their responsibility in regard to their work that the governments 
came to trust them. 

Senator Haypen. Are there any further questions? 


DOLLAR AID BY UNITED STATES TO DATE 


Senator Exienper. Mr. Chairman, may I ask the witness what 
proportion of the $119 million that has been spent, was put up by the 
United States Government ? 

Mr. Pare. Of all sums through any period we can estimate that—— 

Senator Exrenper. According to your statement, you said $119,- 
027,000 has actually been spent up to January 1, 1951. 

How much of that has been contributed by the United States Gov- 
ernment ? 

Mr. Pare. To give an answer within 1 percent correct, approxi- 
mately 70 percent. 


AGE GROUP ASSISTED 


Senator Evtenper. What is the age of the children you are now 
taking care of? 

Mr. Pater. The age runs from zero to 16. 

Senator Ettenpver. Why so young? I thought this was for chil- 
dren who suffered during the war. Now you are > expanding it to other 
children ? 

Mr. Pare. That has been the case since the beginning of the opera- 
tion. 

Senator Ertenper. It could be well understood if it were for war 
casualties, but you are now extending it to take care of all children 
who are indigent or who are in need of assistance ? 

Mr. Pare. No, sir. From the start of the work the category of re- 
cipients was children and pregnant mothers and nursing mothers. 
At the end of the war when there was a tremendous milk shortage 
in the countries whose dairy stock had been decimated, adults and 
a mother who was carrying a child or giving birth to a child were 
as bad off as growing or adolescent children. So we helped both 
the mother and the child categories. 
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AID IN ASIA 





Senator Extenper. Is there any effort being made to expand that 
to Asia? 

Mr. Pare. Yes. 

Senator Ettenver. To Korea? 

Mr. Parts. Yes, sir. 

Senator Extenver. To Japan? 

Mr. Pare. Yes, sir. In all of those countries we are carrying on 
programs. At the present time UNICEF assistance is going to ap- 
proximately 56 countries. 


CONTRIBUTIONS BY OTHER COUNTRIES 


Senator Ex:tenper. What other countries are supplying the re- 
maining 28 percent? This country is furnishing 72 percent, 

Mr. Pate. Yes. 

Senator Ettenper. Who furnishes the 28 percent ? 

Mr. Pare. The other 28 percent is furnished by the governmental 
contributions of 52 countries and by private contributions that have 
been made to us from individuals in 76 countries and territories. 

Senator ELtenper. What percentage of the whole is being spent by 
other countries than the United States? 

Mr. Pare. What percentage has been given by other countries? 


PRIVATE CONTRIBUTIONS 


Senator Ex,tenper. You say 28 percent is from outside sources. Of 
that sum, how much is from the private sources?’ How much has been 
spent by countries such as our country ¢ 

Mr. Pare. The ratio between Government contributions for inter- 
national matching is 72 percent, United States; 28 percent from 52 
other governments. In private contributions about 85 percent of the 
individual voluntary contributions has come from citizens of other 
countries, and 15 percent for the United States. 

Senator Ettenper. To get the record straight, as I understood you 
awhile ago, you said of the entire amount spent up to January 1, 1951, 
amounting to $119 million in round figures, 70 percent of that was 
contributed by the United States Government and the remainder was 
put up by the other countries and from private subscriptions? 

Mr. Parte. That is right. 

Senator ELttenper. How much of that 28 percent was put up by 
countries, and how much was put up private’subscription ? 

What I want to find out is: How much have the other countries con- 
tributed to this entire amount percentagewise. 

Mr. Pare. If we take contributions in all forms, Government, 
private—— 

Senator Evtenper. No. I want contributions by other governments. 
You said that 72 percent of the amount spent up to now has been con- 
tributed by our Government, 28 percent by other governments and 
from private contributions. 

Let us split that up in this 28 percent. In regard to the 28 percent 
what percentage of the whole is being contributed by the countries 
in contrast to private contributions? 
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Senator McCarran. What percentage of the 28 percent? 
Senator E.Lenper. Yes. 


GOVERNMENTAL CONTRIBUTIONS 


Mr. Pate. The governmental contribution, United States and other 
countries for international matching, are in the proportion of 72 to 28. 
If we take both governmental and voluntary contributions, the pro- 
portion would be roughly 70 to 30. 

Senator E.itenper. So in the 72 percent, as you indicated a moment 
ago, that includes contributions from other countries than the United 
States? 

Senator Haypen. There is a table on page 371 of the House hearings 
that sets forth the exact amounts contributed by the various countries. 

Senator Hix. I have a table here which has just been passed to 
me, and it shows Government contributions, United States, $75,000.- 
000; other governments, $32,400,000, making a total of $107.400.000. 

Private contributions, $1,100,000 from the United States: from 
outside of the United States, $11,300,000, making a total of $12,400,000. 

Then UNRRA residual assets, United States, $23,400,000; other 
countries, $8,900,000, making a total of $32,300,000. 

Miscellaneous, interest, marine claims, difference in exchange, etc., 
$1,500,000 United States ; $400,000 out of the United States, making a 
total of $1,900,000. 

Total resources available for a location, taking all these figures, 
$101,000,000 United States; $53,000,000 out of the United States, or a 
total of $154,000,000. 

Senator Sauronstatt. That table is the table you put in the record, 
I believe, Mr. Chairman. 

Senator Ture. A question that occurs to me is: Are we giving aid in 
any countries where we do not have representation, where we do not 
have any people that are administering the program ? 


MATCHING FORMULA OF RECIPIENT COUNTRIES 


Senator Hiti. Excuse me 1 minute, Senator, please. There is an- 
other thing I think ought to go in. Estimated local contributions 
of recipient governments made to match UNICEF imports under 
country agreements—what is that ? 

Mr. Pare. May I see that, please ? 

Senator Haypen. The way I understood it, the United States con- 
tributes 72 cents out of a dollar. Other countries contribute the re- 
mainder of the dollar. Then that dollar goes to a country where it 
is to be expended. That country must match it with another dollar. 
So the 72 cents we put up results in $2 worth of materials, supplies, or 
assistance rendered to the children. Am I correct? 

Mr. Pare. Yes,sir. It is the sum of $2 or more. 

Senator Haypen. It must be at least $2 worth of effort expended 
for 72 cents that we contribute. 

Mr. Pare. Yes. 

Senator Ettenper. Then the figure given by the respective countries 
is not correct? They spend as much as we, but it does not show that. 

Senator Haypen. It shows the contributions. 

Senator Extenper. Maybe we should put the whole table in the 
record, 
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Senator McCarran. It was explained here earlier that the balance 
is made up of goods and services within a respective country but 
nobody seems to know what the value of those goods and services is; 
at least it has not been set forth since I have been here. 


AMOUNT OF CONTRIBUTIONS 


Senator Haynen. Perhaps you could answer that, Mr. Pate. 

Mr. Pare. These are exactly the figures to which the Senator has 
referred. The total of $154 million was read to you and internal 
contributions amount to $142 million. 

Senator ELLenper. That is cash and services? 

Mr. Pate. That is correct; within the countries. But there will still 
be further sums to be contributed internally by these countries as the 
programs proceed. 

Senator Haypen. The question is: What is the nature of these goods 
and services? Are you satisfied you are getting your money’s worth 
in these countries ? 

Mr. Pare. Yes, sir. 


COOPERATION BY RECIPIENT COUNTRY 


Senator Corpon. I would like to be satisfied. What do they actually 
do? Take a given country where you are now operating. We might 
take Bulgaria. That is small and it would be possibly a better example. 
What does Bulgaria do to make up its local contribution to match or 
exceed our contribution ? 

Mr. Pare. At the time that we had a full-scale child-feeding pro- 
gram there, we were sending into the country dry skim milk and 
lard. The Bulgarian Government furnished bread on which the lard 
was spread. That made up the school lunch. 

The contribution of the Bulgarian Government was the bread, all 
of the internal transport and warehousing services, the cost of the 
handling and preparing the food, and the contribution on their side 
approximately equalled the contribution made on the side of the fund. 

Senator Corvon. When you set up this reciprocal obligation which 
you can measure in dollars, and then, secondly, in that of the recipient 
country, do you rather indicate what they are to do rather than the 
cost of what they are doing? 


ACCOUNTING OF EXPENDITURES 


Mr. Pare. We sit down with the appropriate national representa- 
tives and draw up what we call a plan of operations in which the 
country undertakes, on its side, to do certain things and the fund says 
then it will bring in certain things. 

Senator Corpon. You have no accounting with them or anything of 
that sort in money expended ? 

Mr. Pare. They keep accounts of all their transport services. We 
can estimate the value of the bread, also the jam, and other local 
products they put into it; but we do not keep it down to a 1-cent 
accounting. There is some estimated. 

Senator Corpon. I can readily understand you did not do any more 
than make a general accounting if they are rendering the services 
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that are needed to effectuate the appropriate distribution and applica- 
tion of whatever aid and assistance you may be sending into the coun- 
try. Then you have gotten that value received, whether it would be 
equal in dollars if we were to put it in dollars, or whether it exceeded 
it or perhaps did not equal it. The complete job you had allocated to 
them to do was done and your own inspection indicated that it was 
done satisfactorily. 

Mr. Parr. That is the way it operates through inspection and our 
people must be free to move in the country and see that the country 
is carrying on its part of the obligation. 


SUPERVISORY REPRESENTATIVES 


Senator Ture. Then, Mr. Chairman, might I get an answer to my 
question? Are you expanding funds in any country where you do 
not have agents to supervise and to witness what is being done? 

Mr. Pare. We do not necessarily have resident representatives in 
every country. We retain always the right to maintain resident rep- 
resentatives if the size of the program requires it. 

Senator Ture. Are you expending funds in any country where you 
do not have representatives that know what is being done and whether 
the United States receives any credit for the assistance rendered ? 

Mr. Pate. We inspect the work and our representatives go into 
every country where assistance is being given. I feel credit is reach- 
ing the United States for this because all goods coming from the 
United States bear USA markings. As a matter of fact, one of my 
problems through this operation has been to make it clear in many 
countries this is not a United States operation. 

Senator McCarran. The Senator’s question could have been an- 
swered “Yes” or “No” and you did not do it. 

Senator ELtenper. The answer is “No” according to his testimony. 

Mr. Pare. There were two questions. 

Senator Tryer. I personally cannot see where the United States 
should render assistance and then absolutely lose the benefit of ob- 
taining credit for the assistance rendered because we are spending 
money here and we are spending money on the advice of Americans in 
the attempt to give information to other countries of the world that 
the United States is a benevolent Nation and is endeavoring to assist 
the underprivileged. If we render assistance and are not getting 
any credit, then we are absolutely doing nothing that would benefit 
the United States but we may benefit somebody that takes credit for 
it. 

Senator Haypen. Earlier in the hearing, it was stated that in prac- 
tically all countries where any volume of business was being done, 
you had your own representatives there. In what countries is there so 
small a volume of business that you do not have representatives there 
and how much assistance is going to those countries in dollars? 

Mr. Parr. May I illustrate that by example? 

Senator Haypen. Yes. 


SUSPENSION OF AID GIVEN TO SOUTH AMERICAN COUNTRIES 


Mr. Pare. I have just made a trip now through the countries of 
South America. We have in office in Guatemala City with three 
international representatives which cover seven countries and two of 
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these three people are constantly traveling. The amount of aid given 
to those countries, on an average, is about at the rate of $100,000 per 
year. I do not consider it justifiable to keep a man resident in those 
countries for that scale of relief, but our people are perfectly free 
to go in and out of those countries at any time, and to go down to 
the bottom of those operations. That is exactly what they do. 

Senator Haypen. You might put it in the record in this way: 
put in what you do have and maintain representatives at such places 
all the time and the amount of money going there. Then, where 
you have a regional representative, put that in. If there is any 
place where you have not anybody, that is where you are getting out; 
is that right? 

Senator Kixcorr. There is one category, Mr. Chairman, that I 
think ought to be put in also, those in which they just have visitors 
come in, not like a region where two countries on either side of Guate- 
mala are covered by a regional office. But where a visitor is sent 
in there from some general office as in the case of Bulgaria. I won- 
der how many countries there are in that category where there 
is no real way of fixing responsibility. 

In Guatemala you can fix that responsibility on that central regional 
office for distribution, but where you just send in an inspector occa- 
sionally, and he may change from visit to visit, there is no way of 
fixing responsibility on reports that I can see. 

Mr. Parr. May I comment on that, sir? The handling of Bulgaria 
out of Paris is exactly the same as the handling of Costa Rica out of 
Guatemala City. We must have the right at any time to send our 
people in to control these operations or we do not go forward. 

Senator Kitcorr. Actually how often do they go in to, let us say, 
Bulgaria? 

Mr. Pare. On an average of every 2 or 3 months since the beginning 
of this year. 

Senator Kircorr. This being the fourth month, you have had only 
one visit. 

Mr. Pare. In regard to Costa Rica, it is 2 months also. 


AMOUNT OF AID RENDERED BULGARIA 


Senator Haypen. The amount of money to Bulgaria is about 
$40,000, you said ? 

Mr. Pare. Yes. 

Senator Kincore. Is any of the actual outside money spent within 
the country in which the aid is being given ? 

Mr. Pars. No, sir. That is the policy of the fund. We never move 
into a country anything except supplies and equipment. There are 
never transfers in cash. 


QUESTION AS TO INTEGRATION OF CHILDREN’S FUND WITH OTHER 
INTERNATIONAL PROGRAMS 


Senator Corpon. Could you tell me how you go about integratin 
your work with that done under the point 4 program which, in itself, 
provides, among other things, for work in health fields? 

Mr. Pare. Yes, sir. When we have a program in the health field 
and when the plan of operations is drawn up—— 
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Senator Corpon. May I interrupt you there to make this comment 
and get your views on it? .As I read the hearings in the House, par- 
ticularly the statement of Mr. Hickerson, who is not here, I am sor ry 
to say, 1 note that there is being effected a rather fundamental change 
in policy of the organization, that you are moving more into the field 
of Inéalth rather than the food-assistance field. That is particularly 
true in the Latin-American countries where you are working with 
the governments teaching how to do these various health measures 
and working out programs with the government in the various health 
fields, and particularly in child birth and maternal welfare. 

Point 4 has as one of its main objectives the raising of health stand- 
ards in an underdeveloped country. You have another UN or gani- 
zation, the World Health Organization, which has exactly the same 
purpose. I read from this justification, among other things, it is used 
for the improvement of nutrition. That goes to children and mothers 
as well as grown-ups. There is environmental sanitation, maternal 
and child care, mental health, research in the field of health, and it 
establishes and revises nomenclature of diseases, et cetera, standard- 
izes diagnostic procedure, develops and establishes and promotes inter- 
national standards nig respect to food, biological, pharmaceutical 
production, et ceters 

There would seem he be here comprehended within the Constitution 
of the World Health Organization exactly what you are doing in the 
children’s field. There seems to be exactly the same thing outlined 
under the point 4 program. 

It seems to me, unless there is a very close integration of the work 
of these organizations, that there is bound to be useless duplication of 
effort. That is why I would like to hear from you on the subject. 


COMPARISON OF WORK OF UNICEF AND WHO 


Mr. Farr. The function of the World Health Organization or the 
other technical bodies—food and agriculture or technical assistance— 
is to furnish technical assistance. My policy and the policy supported 
by my Board is that UNICEF furnishes concrete material assistance 
and supplies and equipment. 

Senator Corpon. Does it not set up and train the people in these 
various agencies ¢ 

Mr. Parr. We have during the interim period until technical as- 
sistance was set up agreed to reimburse an agency like the World 
Health Organization that furnished the technical people, reimburse 
them for the cost of their technical personnel. Now, that technical 
assistance is set up we have requested that all technical personnel be 
reimbursed from technical assistance and specialized agency sources. 

Senator Corvon. What do you mean by that? I do not follow 
you. 

Mr. Parr. May I give you an example of a project in the campaign 
against tuberculosis in which UNICEF has given a great deal of 
support to the BCG inoculation. The World Health Organization i is 
now shortly to take over from a Scandinavian organization working 
with us who previously handled the technical responsibility. They 
then put up all of the staff for that. 
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POLICY SHIFT SUGGESTED BY HOUSE REPORT 


Senator. Kireors. On page 367. of the House hearings, I read this: 


As a result it was the view of the United States, expressed in various organs 
of the UN, that, first, there should be a shift of emphasis from emergency relief 
in the furnishing of supplies to technical help to governments for their permanent 
child-welfare programs accompanied by supplies for demonstration purposes and, 
second, this type of aid should become a permanent feature of the UN plan. 


Does that apply to your organization ? 


CONSTRUCTION OF MILK PLANTS 


Mr. Pate. Within our organization, I would say we are shifting 
from milk imports to helping in the construction of milk plants. 

Senator Corvon. Do you mean you furnish the capital investment 
to put in, say, a dry-milk, powdered-milk plant ? 

Mr. Pare. For the imported part. 

Senator Ture. May I get a clarification of that? Did you say 
“imported” or “important” part? 

Mr. Parr. The necessary imported part. 

Senator Ture. That would be your milk-drying units, such as 
whether it will be one type of the process or the other. You pay for 
the imported machine? 

Mr. Pare. Yes; in part. 

Senator Turse. What about the building that this machine is set 
up in? 

Mr. Pare. The building and all of the machinery that can be pro- 
duced locally is paid by the Government or some organization of the 
receiving country. 

Senator Ture. Your machine could not be furnished. Your ma- 
chine would all be imported, whether it be a roller dryer or whether 
it bea spray dryer. That would be imported. That could not supple- 
ment any part of it? 


DRIED-MILK PLANT IN CHILE 


Mr. Pare. May I give a concrete example? We are helping Chile 
right now in the construction of a dried-milk plant. For this purpose 
we will send in machinery valued at about $150,000. The rest of the 
machinery, the steel pipe, the boilers, and the buildings are all avail- 
able within their own country from national production. 

Senator Ture. Did the act provide that? 

Mr. Pare. That we should aid in that kind of work? 

Senator Ture. Yes. 

Mr. Pare. Yes, sir; for projects of benefit to children. 

Senator Ture. Is there any limit to where you might go with that 
program? Is there not a new field that you could project yourself 
into? 

The next question after you get this powdered milk is that you might 
put in a bottling plant to bottle the fluid milk; is that right? 

Mr. Pare. Yes, sir; and we have helped in that respect in some 
places. 

May I say that these imports have constituted in some countries a 
very exemplary investment. 
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MILK-PASTEURIZATION PLANTS 


Senator Kitcore. How about pasteurization? Have you put in 
pasteurization plants? 

Mr. Pare. We have helped in Finland and in Austria and possibly 
other countries. 

Senator Corpon. You are going to put this capital investment here 
in foreign countries for the construction of facilities in the field of 
getting a greater usability of their own milk product. How can you 
be assured that the epenaton of that plant is going to be paid for 
locally and the distribution made of the product from the plant to 
children who need it without cost to them ? 

Mr. Pate. We make up very clear-cut agreements to that effect. 

Senator Corpon. With whom? 

Mr. Pare. With the governments of the countries concerned. 

May I visualize for you how this operates ? 

Senator Corvon. I want to visualize it rather than you. Let us take 
any one—I do not care which one. You have one in Chile. I want 
to see a copy of your agreement. That will visualize it to me better 
than anything else. 

Senator Kircore. Have you put in any plants to condense milk? 

Mr. Pare. No, sir. 

Senator Kineore. It seems to me the question of a milk-condensing 
plant is better than a pasteurization plant, because babies are fed 
condensed milk. It has been found very helpful in raising them here 
in this country. I wonder if condensing milk would not be better 
than dehydrating it or pasteurizing it. 

Mr. Pare. Actually, it is coming to be generally recognized that 
powdered milk whether whole powdered milk or whole skim milk, is 
the most economical form of conserving milk. 

Senator Kireore. I agree with you. 


PURCHASE OF POWDERED MILK SURPLUS 


Mr. Pare. That is why we have supported that. 

Senator Ture. We had a tremendous volume of edible powdered 
milk in the United States that we could have laid down in any port of 
the world. It was really nonperishable, with which you could have 
immediately assisted without the expenditure for the physical equip- 
ment and the time required to construct it. Did you take that into 
account ? 

Mr. Pare. Yes, sir. Last year the Children’s Fund bought over 60 
percent of that surplus. We bought 180 million pounds and distrib- 
uted it to various parts of the world. The thing that concerns me is 
this: When that milk has gotten to the countries, it has proved of such 
tremendous value that the countries afterward want to be on their own 
feet and able to continue to render that service to their children. That 
is a part of our whole policy. 


OWNERSHIP OF MILK PLANTS 


Senator Ture. Does private ownership acquire this plant? Who 
becomes the owner of the plant? 

Mr. Pare. In the case of Chile, the owner will be a large milk co- 
operative which undertakes the delivery of milk to the government 
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in accordance with an agreement with the government. Generally, 
the plants are the prone of either governments or municipalities in 
the countries which put up the larger share of the cost of the plant. 


INVESTMENT IN MILK CONSERVATION EQUIPMENT 


During the past years and this year we will have invested the equiva- 
lent—this is not all United States funds—the equivalent of $5 million 
in milk-conservation equipment against an investment of $20 million 
on the parts of countries whom we are assisting with these plants. 

Senator Corvon. If you can get the work within the country handled 
by the country and it is done successfully, it occurs to me that if you 
have the authority to do it, it is a far better approach to it than that 
of your organization attempting to maintain a staff of personnel to 
do it in the country. I think you are going to get more results to 
children from your dollar that way than the other way, I am fearful, 
where we have too many fingers in one pie. 

Senator Haypen. Are there any other questions? 

Senator Ecron. I would like to ask one question. If you still main- 
tain representatives or an office in Hong Kong is the question. 

Mr. Pate. No. Our representative does visit there occasionally to 
inspect a very small program. 

Senator Ecron. Do you still send a representative there notwith- 
standing the fact that we are all involved over there now in war ? 


PROGRAM IN COMMUNIST CHINA INACTIVE 


Mr. Parr. Hong Kong is free, sir. Perhaps you have in mind Com- 
munist China. 

Senator Ecron. Yes. What I am getting at is: Does that make any 
difference now ? 

Mr. Pare. Our program in Communist China is inactive at the 
present moment. We are not able to negotiate with the Government in 
order to develop new programs there. 

Senator Ecron. You did have a program in there before China went 
communistic ? 

Mr. Parr. Yes. At the same time we also were operating in a small 
way in the non-Communist section, but our work now has ceased. 

Senator Corpon. Are you doing anything on Formosa? 

Mr. Pare. Yes, sir; we do quite an active program, and we would 
have an active one in Communist China if the Government would co- 
operate with us in this work. 

Senator Corvon. I do not see any reason in the world why you 
should not do what you could do for a child in Communist China as 
well as anywhere else if you can do it and do it freely and in accord- 
ance with your own rules and regulations. 

Senator Ecron. Mr. Chairman, maybe if they could do this they 
would be much more influential with those people through these 
methods than by the expenditure of money with the so-called Voice 
of America. The people would understand this kind of service bet- 
ter. 
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PROGRAM IN BRITISH HONDURAS 


I have here the House report, page 388, and I would like to ask 
why it is necessary to maintain units in British Honduras, for in- 
stance, in Jamaica. Are not those countries able to look after their 
own ? 

Mr. Pare. We do carry on small programs in a certain number of 
Colonial territories. In Jamaica, we are about to give them a small 
assistance in the BCG OEY work. 

In British Honduras, I would have to check on our programs, but 
we would have there a relatively small program also. We do not 
make any distinction between Colonial possessions or independent 
countries as long as they apply for assistance, and we make a study 
which shows that assistance is deserved. 

Senator Haypen. Was there a statement you wanted to make, Mr. 
Pate, before we close? Our time is short now, and we must go on to 
the floor of the Senate. 

Mr. Parte. I would just state briefly that in the 4 years that I have 
directed this work, I have spent half ‘of my time at the bottom of the 
picture in the countries visiting most of the 56 countries in which we 
operate, some of them as many as four times, and that I come to you 
here as a practical man, a businessman who has earned his dollar the 
hard way and knows its value, to give you the assurance that the Chil- 
dren’s Fund is giving value for the donations entrusted to it by gov- 
ernments and individuals, and that the type of staff I have are men 
and women that fight for those values. We know this work is urgently 
needed in the field. We know that we would let those youngsters s down 
in those countries unless year by year we got the very best value because 
we know we will not have continued support unless we make that 
constant demonstration of values. 


REQUEST FOR MAINTENANCE OF INTERNATIONAL MATCHING RATIO 


I would particularly appeal to you to maintain the 72-28 ratio for 
international matching. I have had experience for 4 years in raising 
funds. I feel itisa fair contr ibutiqn on the part of the United States. 
It is a generous contribution. It establishes our position as a country 
of sound spiritual ideals and still it has not been easy for me to raise 
the money from the other countries even on this matching ratio. 

So if that ratio could be maintained, it would indicate a real deep 
conviction in this kind of work on the part of the United States. 

Senator Haypen. Thank you very much, Mr. Pate. 

Now we will hear from Mrs. Lord. 


STATEMENT OF MRS. OSWALD B. LORD, CHAIRMAN, UNITED 
STATES COMMITTEE FOR UNICEF 


ACTIVITIES OF INTERNATIONAL CHILDREN’S FUND 


Mrs. Lorp. I appreciate having been asked to come here today, 
Mr. Chairman. I represent the United States Committee for 
UNICEF, made up of leaders and businessmen and people in the 
ublic-relations field, education, labor leaders, and groups such as 
eure, Chamber of Commerce, American Legion, and other groups. 
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Our committee was set up to inform and enlist the interest of the 
public in this and to give periodic reports to our taxpayers how this 
money is spent and what the program of the Children’s Fund is. We 
thought it was very important to the people of the a know 
and we have sent the Congress reports on the program. There has 
been a great interest and concern on the part of individuals all over 
the country and having come from Minnesota originally, I was very 
interested in this article that came out about the Children’s Fund 
and the interest of the people in the Midwest. It came out in the 
Milwaukee Journal. It was sent to me yesterday. It is an article 
about how the little farmers and all the people through my part of the 
country have sent in their contributions unsolicited. We get contri- 
butions from the citizens of the United States individually. Aside 
from one drive that was held within the last few months, we have 
received about $200,000 in dollar bills from adults and school children. 

We have always maintained a liaison with other voluntary agencies 
that are working with children all over the world. We keep in close 
touch. I have also seen the fund at work. I have gone to many 
countries, both behind and in front of the iron curtain. I found the 
United States does get a share of the credit. When you go into these 
little schoolhouses in these countries you see these big barrels of dried 
milk with Eau Claire, Wis., and Minnesota and other identifications on 
them. So I know that we are getting our lion’s share. We know these 
countries, and I say this sincerely—I have been in Latin America as 
well as Europe, are appreciative of the leadership the Government 
is giving and Congress has given in this work. 


PLEDGE OF FUNDS BY OTHER COUNTRIES 


I have also discussed with other countries their contributions, put- 
ting on another hat and going down as an individual when I had 
discussed that with some of these Latin American countries; so I 
was very happy to find out from the fund that without any United 
States appropriation this year having been given yet, that over 
$3,500,000 had been pledged by other countries. That is why our 
committee and the citizens I represent are most interested and hope- 
ful that this appropriation can be made before the Program- Com- 
mittee meets, so the program can continue. 

Thank you very much. 


LETTER IN REFERENCE TO CHILDREN’S FUND FROM SENATOR WILLIAM 
BENTON, OF CONNECTICUT 


Senator Haypren. Thank you. 

At this point in the record, we will insert a letter from Senator 
Benton. 

(The letter is as follows:) 

UnirTep States SENATE, 
Washington, D. C., April 17, 1951. 
Hon. KENNETH MCKELLAR, 
Chairman, Committee on Appropriations, 
United States Senate, Washington, D. C. 

My Dear Senator MCKELLAR: I am writing you to express my strongest possi- 
ble support of the requested appropriation for the United Nations International 
Children’s Emergency Fund. 
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My own background as Assistant Secretary of State and as a delegate to 
UNESCO has given me an uncommon sensitivity to matters of this kind. I am 
fully convinced that we cannot maintain our position as the leading world symbol 
of humanitarianism unless we are. willing to subscribe some public funds for 
world causes as important as this. Furthermore, it is to our own interests in 
the present struggle against communism to make sure, not that we out-promise 
the Communists in humanitarian reform, but that we “out act” them. It would, 
I believe, be tragically false economy to withdraw support from the United 
Nations International Children’s Emergency Fund at this time. 

Very sincerely yours, 
WILLIAM BENTON, United States Senate. 


STATEMENT OF MRS. EDITH FISHER 
SUPPORT OF INTERNATIONAL CHILDREN’S FUND APPROPRIATION 


Senator Haypen. Since we have to go up to the Senate floor, inas- 
much as the Senate has just convened, it will not be possible to hear 
Mrs. Edith Fisher at this time. 

I am very sorry that the situation is such that we will not be able 
to hear you at this time, but I will insert your statement in the record 
in support of appropriations for the International Children’s Fund. 

Mrs. Fisuer. Thank you very much, Senator Hayden. My state- 
ment is in support of a telegram sent you by our national president. 

(The telegram and statement referred to are as follows:) 


Cuicaeo, ILti., April 16, 1951. 
The Honorable KENNETH McKELLar, 
Chairman, Senate Appropriations Committee, 
Washington, D. C.: 


Urge that amount requested by the President to carry out provisions, title 
5, Foreign Assistance Act 1950, predicated on present matching formula be re- 
stored to Third Supplemental Appropriations Act, 1951. 

Mrs. Joun E. Hayes, 
President, National Congress of Parents and Teachers. 


STATEMENT ON H. R. 3587, For Mrs. Joun E. HAYes, PRESIDENT, NATIONAL Con- 
GRESS OF PARENTS AND TEACHERS, BY EpITH FISHER, MEMBER, WASHINGTON, 
D. C., LEGISLATION COMMITTEE 


Presented to the Senate Committee on Appropriations, April 17, 1951 


Mr. Chairman and members of the Senate Committee on Appropriations: This 
statement re appropriations for international children’s welfare work (ch. X, 
H. R. 3587) is being made for the National Congress of Parents and Teachers. 
The organization has an enrollment of 6,167,079 members—mothers, fathers, 
teachers, and other interested citizens. They belong to various church groups, 
business and professional organizations, and political parties. It is a nonprofit 
organization that is nonpartisan and nonsectarian. The NCPT was founded 
at a child-welfare conference in Washington, D. C., February 1897. It is ap- 
propriate to point out also, that the annual convention in 1908 took the form 
of the first International Congress on the Welfare of the Child. 

We are vitally interested in legislation designed to promote world under- 
standing and peace among nations. It is our policy to support the United Nations 
and its component parts as the best basis for international cooperation. There- 
fore, we urge that the funds requested by the President in his White House 
communication of February 28, 1951 ($12,500,000) to carry out provisions of 
title 5 of the Foreign Assistance Act, 1950, be restored in the Third Supplemental 
Appropriations Act, 1951. In view of the activities of the Children’s Fund, which 
have expanded to include Asia, Africa, the Middle East, and Latin America— 
activities which we understand are really just beginning-—-we deem it espe- 
cially vital that the United States continue its support of the fund in accordance 
with present matching arrangements. We would also urge that adequate ap- 
propriations be made available for 1952 and 1953, for at least the duration of 
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the General Assembly’s resolution, pending permanent arrangements for in- 
ternational children’s welfare work. 

We feel that the impressive response to the world-wide campaign for private 
donations to help meet the needs of children, launched under the auspices of the 
United Nations in 1948, gives evidence of the universal concern for children’s 
welfare. This was the first such fund-raising campaign ever organized on a 
world-wide basis and eventually included campaigns in 52 countries and 30 
dependent territories (United Nations News, October 1948, p. 69). Consonant 
with this wide appeal is the newly constituted Executive Board of the Children’s 
Fund with its wider geographic representation. We should be challenged by the 
emphasis on long-range projects for basic improvement in the welfare, nutrition, 
and child-health programs over an expanding geographic area. The patterns 
of cooperation are admirable. These things give hope and promise that the 
world’s furture citizens may have a better chance to grow to the fullness of stature 
required in an interdependent world. 

We recognize the concern shown by the United States in the UN for the inter- 
national children’s welfare work to be fully integrated and coordinated with 
other agencies in the UN and organized on a permanent basis. But until that 
can be achieved, we urge the appropriations committees to make it possible for 
the United States to cooperate fully with the resolution of the General Assembly 
which extends the life of the fund for 3 years. Since the amount requested by the 
President is less than that authorized by Congress last summer, we plead that 
the full amount of the President’s request be made available for the work of 
the Children’s Fund of the United Nations. 

Senator Haypen. We will now recess until 2 o’clock this afternoon. 

(Whereupon, at 12:15 p. m., a recess was taken until 2 p. m., this 
same day.) 
AFTER RECESS 


(The hearing was resumed at 2 p. m., upon the expiration of the 
recess. ) 
DEPARTMENT OF COMMERCE 


Maritime Activities 


STATEMENT OF JOSEPH H. BALL, VICE PRESIDENT, THE ASSOCIA- 
TION OF AMERICAN SHIP OWNERS, NEW YORK, N. Y. 


Vesset Operations Revotvine Funp 
OPPOSITION TO LEGISLATIVE PROVISION ON SHIP SALES 


Senator Haypen. Do you have a statement that you would like to 
put in the record, Senator? 

Mr. Batt. It is fairly brief, Mr. Chairman, and I would like to 
present it orally. I have a longer statement which I would like to 
insert in the record. It is the history of the 1946 act. 

Senator Haypen. Very well. 

Mr. Batu. Mr. Chairman and members of the committee, my name 
is Joseph H. Ball. I am vice president of the Association of Ameri- 
can Ship Owners, which consists of some of our oldest shipping com- 
panies, all of them unsubsidized. All of them except two have bought 
vessels under the 1946 Ship Sales Act. 

A appreciate deeply this opportunity to appear before the committee 
and will be as brief as possible. 


AMENDMENT REQUESTED 


Our association, and I believe the entire shipping industry, strongly 
urges the committee to eliminate the paragraph in H. R. 3587 begin- 
ning at line 16 on page 15 and extending through page 16 of the bill. 
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EFFECT OF PROVISO 


We believe this legislative rider is extremely unfair, discriminates 
against American shipowners in favor of foreign purchasers, clouds 
the title to hundreds of vessels, is probably unconstitutional, and 
will materially hamper and complicate the administration of the 
Merchant Marine Act of 1936. 

Briefly, this paragraph would prevent the Secretary of Commerce 
and the Federal Maritime Board from offering or paying to any 
owner whose ship should be requisitioned, in case that ship had been 
purchased from the Government, more than his original purchase 
price, less depreciation. In other words, 5 years after the enact- 
ment of the Ship Sales Act on March 8, 1946, this rider attempts 
to retroactively amend that law by attaching restrictions to the 
sales made under it which will cloud the title of every ship purchased 
by American citizens. 

“This ex post facto effort to amend the sales contracts originally 
specified by Congress itself is particularly unfair because an effort 
to insert virtually the same provision in the 1946 Ship Sales Act 
was made when that act was considered by Congress and was defeated 
in both the House and Senate. As originally introduced in both 
Houses in 1945, the ship sales bill contained a section with approxi- 
mately the same provisions as are in this rider. Committees in both 
Houses sepeored that particular provision after amending it to 
provide that the restrictions would cease to apply 5 years after the 
vessel had been sold. However, even as amended, that section was 
stricken out on the floor of both Houses. In the Senate the motion 
to strike it out was made by the distinguished Senator from Rhode 
Island, Mr. Green, formerly a member of this committee. His amend- 
ment was adopted by the Senate without objection. In the House 
the same provision was stricken by voice vote on motion of Repre- 
sentative Hale, of Maine. 

I have a memorandum on the legislative history of this particular 
section, prepared in our New York office, which I offer for the record. 
I believe the reporter has it. 

Senator Sarronstatu. Mr. Chairman, may I ask a question ? 

I would like to ask this question, before you make your next point. 
You say that this will cloud the title, because every time a ship is 
sold to another person it will have to be sold subject to the provision 
that it might be bought back by the Government at a loss? 

Mr. Batx. Yes. The requisition power is in the statute now. 


ADVANTAGE TO FOREIGN PURCHASERS 


Senator Brivers. Your point is that when the same ships have been 
sold to foreign governments, of course, it could not be done. And the 
foreigner gets the advantage all the way along. 

Mr. Bau. Yes. And more were sold to foreigners than were sold 
to American purchasers. American purchasers had some preference 
in types of vessels. We got the first break on the best type of vessel. 
But the price was the same to both foreign and American purchasers. 

81646—51——33 
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QUESTION OF CONSTITUTIONALITY OF PROVISO 


Senator Sauronstaty. Do you argue the constitutional point later / 

Mr. Batu. Yes. The price which the Government would pay for 
any ships requisitioned for title, insofar as the unsubsidized ships 
are concerned, is fixed by section 902 of the 1936 act, which became 
operative when the President declared a national emergency. The 
pertinent sentence in that section reads as follows: 


When any such property or the use thereof is so requisitioned, the owner 
thereof shall be paid just compensation for the property taken or for the use of 
such property, but in no case shall the value of the property taken or used be 
deemed enhanced by- the causes necessitating the taking or use. 

The Supreme Court just recently, in the Cors case (337 U. S. 325), 
held that the statutory standard in section 902 was coterminous with 
the constitutional guaranty of just compensation to any owner whose 
property is taken by the Government. 

If the language of this paragraph in H. R. 3587 provides less than 
the constitutional guaranty, as I believe it obviously seeks to do, since 
it would deny any consideration of the fair market value and earning 
‘apacity of the vessel, then under the Cors decision it would appear 
to be clearly unconstitutional. 

Senator Hitt. Excuse me 1 minute, there. Suppose the company 
spent a lot of money repairing, rehabilitating, modernizing the par- 
ticular ship, under this language. Is any weight given to that? 

Mr. Batu. Yes; the rider provides that any capital improvements 
made shall be included in the value, properly depreciated. What the 
rider seeks to do is to provide that the Government shall not pay 
more than the beok value of the property. And the book value today 
is pretty unreal. 

Senator Corpon. It seeks an entailment on ships sold by the Gov- 
ernment under the Ship Sales Act equivalent to the provisions that 
were and are required in connection with the Differential Subsidy for 
Construction Act. 

Mr. Batt. Yes. 

Senator Corpon. In the first case, the owner had the ship con- 
structed and accepted the subsidy with the entailment connected to 
it. That was perfectly sound. In the other, he took an absolute 
title and now attempts to go back and by retroactive provision attach 
to it that which was not attached when the ship was sold. It is an 
a thing to do. 

Senator Sauronsrau. In layman’s language, he is putting a string 
on the title. 

Senator Corpon. It is like putting a halter on a free horse. 

Senator Hitz. Something no private individual or concern could, 
of course, think of doing. 

Senator Corpon. It is basically unconstitutional. You cannot do 
it. You see, you can write all the laws you want to, but you are still 
face to face with the fact that the Constitution says that private 
propery shall not be taken unless just compensation be paid therefor. 
And it is just compensation, not statutory compensation. 

Senator Haypen. All right, Senator. 
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FACTORS OPPOSING PROVISO 


Mr. Batu. Permit me to list briefly the very cogent arguments 
against this rider and the objectives it seeks to reach: 

“1. The rider would discriminate against American citizens who 
purchased ships from the Government in favor of foreign purchasers. 
That is true because, while this restriction might apply to the Ameri- 

‘an purchaser, there is no way under which it could be applied to 
the foreigner who bought ships under the 1946 act. He would be 
free to reap any advantage due to the increase in market value of 
his vessels. This advantage would be in addition to the one already 
possessed by the foreigner, namely, that he may sell his vessel on 
the world market, whereas the American cannot, unless he gets the 
approval of the Federal Maritime Administration, which is pretty 
hard to get, I might add. 

. The language of the rider, particularly the final sentence on 
age 16, would be binding on the Secretary of Commerce and the 
Federal Maritime Board, ‘but would not be binding on the courts, 
which would still be governed by the constitutional standard of what 
constitutes just compensation. Consequently, if the Government did 
requisition ships, this provision would force every shipowner to go 
into court to protect his right to just compensation. There would 
be no chance whatever of the speedier and less expensive administra- 
tive settlements which were made quite frequently during World 
W - Il. The rider would encourage litigation. 

The last sentence attempts to limit and control what is clearly 
a alee -judicial function of the Board and the Secretary. Every such 
attempt seriously impairs the value of the Board as a judicial and 
deliberative body. 

4. This same last sentence of the rider probably indirectly amends 
~ War Risk Insurance title of the 1936 act, which was enacted last 

ear by Congress. Under that title, the Board determines the fair 
as of vessels for insurance purposes and it is quite probable that 
~ rider would restrict drastically the amount of insurance coverage 

railable under the war-risk title. In such a situation, an owner 
mabe be forced to tie up his vessel, even though the Government 
needed it urgently for defense cargoes, until it was actually requisi- 
tioned for title, so that he could protect his right to just compensation 
through recourse to the courts. 

I think the more we study it, the more we are convinced that that 
vould be the effect of it, and that it would force the Government to 
requisition ships whether they wanted them or not, in order to use 
“— in a war zone. 

The legislative rider is in effect an attempt at ex post facto 
heahlabhens 3 in that it would attempt to go back 5 years and alter and 
restrict sales contracts entered into in good faith at that time, after 
Congress had specifically refused to approve such a restriction in the 
or iginal law. 

6. I know of no other situation under which the Government sells 
property with such a restriction, whether the eres is real estate 
or chattels, except where the circumstances are such, as in the case of 
the operating subsidy, that the purchaser and the Government are by 
contract with one another essentially partners in a common venture. 
Congress has always recognized that in the absence of a contract pro- 
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viding otherwise, a purchaser who assumes all of the risks of a depre- 
ciation in the value of the property he is buying is entitled also to 
have the benefit of any appreciation in value that might occur. As 
all of us know, our dollars have not had completely stable pur- 
chasing power during the past 5 years and values in such circum- 
stances can fluctuate tremendously. The shipping industry is subject 
to very wide fluctuations in values and earnings and purchasers of 
vessels under the Ship Sales Act assumed very serious risks that the 
values of those vessels might decrease considerably. Indeed at the time 
of the enactment of that act, most persons in the industry considered 
the price established for those vessels as approaching the limit of 
what the market would bear. That this opinion had some support 
in subsequent events is indicated by the fact that Liberty vessels pur- 
chased from the Government for $540,000 each actually were sold in 
early 1950 at prices $200,000 below this figure. 

Until the Korean crisis occurred, the American-flag merchant 
marine, through 1949 and early 1950, was having an increasingly 
difficult time staying out of the red and ship values were dropping 
rapidly. I hope this committee will agree that it would be mani- 
festly unfair for the Government to come along 5 years later and in 
effect. tell these shipowners that while they assumed all the risks of a 
drop in value of the vessels they purchased, the Government now 
will set a ceiling price on their vessels which will deny them the 
benefit of any accretion in value either due to world demand or to 
their own eflicient management of the vessel concerned. 

7. One of the arguments used against this provision in 1946 was 
that by clouding the title of vessels purchased by Americans and in 
effect fixing a ceiling on their resale value, the provision would dis- 
courage the investment of risk capital in merchant shipping, which 
was exactly the reverse of the objective sought by Congress. One of 
the serious problems confronting the American merchant marine today 
is the accumulation of sufficient replacement capital to replace their 
present fleets as the vessels become obsolete. Building costs obviously 
are far above the sales prices under the 1946 act and depreciation 
reserves are very inadequate. The rider certainly would complicate 
that problem further. 

8. The Merchant Marine Act of 1936 is a very complicated piece 
of legislation, interlocking with several preceding statutes. This 
rider is an attempt indirectly to amend that 1936 act, and I am sure 
that Senators will agree that such amendments cannot possibly receive 
the careful consideration they merit when they arise as riders on ap- 
propriation bills, rather than going to the appropriate legislative 
committee. I have indicated one or two instances in which this rider 
might have repercussions which I am very confident the House com- 
mittee did not consider. Representative Hart, of New Jersey, who is 
chairman of the House Merchant Marine Committee, promised in the 
discussion on the House floor that his committee would give this pro- 
posal immediate and thorough consideration. We shall oppose the 
proposal in that committee, but we do believe most strongly that it is 
much wiser and safer to delete it from this bill and permit the legis- 
lative committees having jurisdiction to consider the issue and all of 
its ramifications. 

I thank the committee for this opportunity and I hope that you 
will see fit to delete this rider and insist on that position in conference. 
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HOUSE ACTION 


Senator Haypen. You mentioned the debate on the House floor, 
Was there any opposition to the rider in the committee in the first 
place ? 

Mr. Bau. The record does not show whether there was any oppo- 
sition. 

Senator Haypen. What does it show on the floor ? 

Mr, Bau. On the floor, Representative Hale, of Maine, raised the 
point of order. But prior to his raising the point, Representative 
Thomas had, by unanimous consent, agreed that this whole item, 
including the $20,000,000 and the paragr aph preceding this one, w hich 
is also legislation, would be considered en bloc. So his point of 
order would have knocked out the whole item. And he found that 
many of his colleagues were very much interested in the $20,000,000 
appropriation and in the preceding paragraph, which deals with gen- 
eral agency operations, And he finally, under pressure, w ithdrew 
his point of order, which was obviously good, on the floor. 

Senator Haypen. I still cannot see w hy, if he made a point of order 
against a part of the bill, the committee could not have offered the 
remainder of it. 

Mr. Batu. The committee could, but Representative Thomas, who 
was in charge of this part of the bill, said that he would not do it, as 
1 understand it. 

Senator Haypen. The next thing I would like to know: Does the 
Maritime Commission approve of this provision ? 

Senator Bau. I think the Maritime Commission probably can speak 
best for itself. As I understand the situation, Maritime was asked by 
Representative Thomas to draft such a provision, and did draft it and 
submit it. As I understand it, they did not sponsor it or ask for it. 

Senator Haypen. What is the attitude as it affects the Secretary of 
Commerce ¢ 

Mr. Bau. He has delegated that to the Maritime Administration. 

Senator Haypen, Any other questions? 

Senator SALTonsTALL. You just say this is unfair, impractical, and 
unconstitutional ? 

Mr. Batu. Yes, I think it is all three. And while I doubt in the 
long run whether it would affect the courts, and I think they would 
disregard it, it would be binding, because it is a limitation on the 
appenimiehio, in that sense, on the Secret tary and the Federal Mari- 
time Administration. So what it would do would be to force every 
ship owner, no matter what they offered him under this stock book 

value, to go into court to protect his rights. And as I understand it, 
the great majority of settlements in World War IT were made without 
that kind of litigation. 

Senator Hix. In other words, the Maritime Administration would 
be bound to carry out this language until and unless the Congress saw 
fit to change it? 

Senator Corvon. It is in the form of a limitation, and it is probably 
sound to the extent that it prohibits the expenditure of the money for 
the purchase of any vessel. 

It cannot affect the requisitioning of a vessel. What they have 
done, Mr. Chairman, is to put in, in the form of this limitation, 
substantially the same language that is set out in section 802 of the 
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Merchant Marine Act as a requirement for provision in every contract 
for construction where the Government subsidized the construction ; 
and with respect to all ships constructed under those provisions and 
now in the hands of private owners, that provision is applicable to 
those ships because it is a part of the contract under which they secured 
the subsidy funds. 

The same provision was offered when the Ship Sales Act was up 
on the House floor, and it was defeated in the House. In other words, 
the Congress passed upon that specific provision at that time. It was 
in the Senate version, and was defeated there. In other words, the 
Congress acted, through both Houses, on the same provision. And, 
very frankly, I think they might well have put it in at that time. I 
am not particularly moved by the argument that it favors the for- 
eigners, because we gave a lot of ships to the foreigners; and if they 
could ever be favored, we favored them there. But, as I see it, we 
had the chance to do it, and we did not do it. 

Senator Him. And when the matter was presented to us in both 
Houses. 

Senator Corvon. That is right. And we provided for the absolute 
sale of these ships, and they are now with the purchaser of the prop- 
erty from the Government or some domestic purchaser of the pur- 
chaser from the Government who perhaps had no relationship with 
the Government at all. The title is absolute. And if we put this 
language in and the Government decides it needs one of these ships, 
it can negotiate with the owners. If he desires to do so, he could do 
it with this provision. If he does not desire to do it, then all he has 
to do is say, “No; the ship costs more than that tome.” Then, if they 
need it, they must requisition it. If they requisition it, they come flat 
against the proposition that they have to pay fair consideration, and 
no law that this Congress can pass can take that right away from the 
owner of the property. That is just about both ends and the middle. 

Mr. Batu. May I say, Mr. Chairman, that this is going to create a 
peculiar kind of situation, with the same type of vessel, where the 
original purchaser is still operating it, and where, say, it was a C-2 
that he bought for $1,200,000, or something like that. He may have 
depreciated it two or three hundred thousand, and it will be on his 
books at $900,000. Another purchaser who bought it second hand 
from the purchaser who originally bought it from the Government 
may have paid a million and a half and may have depreciated it only 
a hundred thousand or so in the meantime, but he is entitled to his book 
value, which is $1,400,000; whereas the fellow who bought it and has 
operated it ever since has a book value of only $900,000. You have 
identical ships. 

Senator Corpvon. I am not sure I agree with you there, Joe. 

Mr. Bau. I think that is the effect of that sentence, which refers 
to a bona eee for value and says that his price shall be what 
he paid less depreciation. Now, some of them sold subsequently at 
prices considerably above the statutory price. So I think it is entirely 
possible that you will get virtually identical ships priced under this 
at three or four hundred thousand dollars difference in price. 

Senator Haypen. Any further questions? 

If not, we thank you, Senator. 
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Senator Ture. Mr. Chairman, I just wish to say that I was detained 
by two long-distance calls, and I was unable to arrive in time to 
hear Senator Ball’s statement. I will read his prepared statement. 
I just want to say that I am sorry I was not present to hear the oral 
statement. 

(The legislative history referred to follows :) 


ASSOCIATION OF AMERICAN SHIP OWNERS, 
New York, N. Y., April 11, 1951. 

Memorandum for: Mr. Morgan. 

From: Mr. Stoddard. 

Re: Legislative history of attempts to provide in the Merchant Ship Sales Act, 
1946, that the requisition price of vessels purchased thereunder be limited to 
their depreciated cost to the purchaser. 

In view of the current attempts in H. R. 3587 of this Eighty-second Congress to 
limit the requisition price of vessels purchased or chartered by the Government 
to the price the owners paid the Government for them less the tax depreciation 
thereon, the following legislative history of similar efforts to include such a pro- 
vision in the Ship Sales Act may be pertinent. 

H. R. 4486: Introduced at Seventy-eighth Congress, second session, on March 
27, 1944. Section 1 (h) would have required every. sales contract to provide 
that if the vessel should ever be purchased or requisitioned by the Government, 
the Government’s purchase price would be computed in accordance with section 
802 of the Merchant Marine Act, 1936, and if requisitioned for use the annual 
bareboat charter hire would be 8% percent of such price. Section 802, appli- 
cable to vessels built with a construction subsidy, specifies a maximum requisition 
price based on the cost to the original purchaser with depreciation computed on 
the basis adopted for income-tax purposes. 

H. R. 5213: Introduced August 21, 1944. Section 1 (i) was the same as 
section 1 (h) of H. R. 4486, except that the maximum annual bareboat charter 
rate was 15 percent of the maximum purchase price instead of 814 percent. 

Committee print of November 16, 1944, contained substantially the same 
provision in its section 8 with minor changes in terminology. 

H. R. 1425. and 8S. 292: Introduced at the Seventy-ninth Congress, first session, 
on January 15, 1945. Section 8 of these two bills was the same as that of the 
committee print of H. R. 5213. 

H. R. 36038: Introduced on June 27, 1945, as a clean bill in substitution for 
H. R. 1425; reported on June 28. Its section 12 was similar to section 8 of 
H. R. 1425, except that it was more detailed, did not specifically refer to section 
802, limited the requisition price to the owner’s adjusted tax basis of the vessel 
but continued this limitation only for a period of 5 years after the termination 
of the then existing emergency. Under this provision a second purchaser 
would not have been limited to the depreciated Ship Sales Act price if he paid 
the first purchaser more than that price. 

The report of the House Committee on Merchant Marine and Fisheries (Rept. 
No. 831), after explaining section 12, said on page 14: “Thus the United States 
is protected in the price which it will pay if it becomes necessary to reacquire 
the vessel at some future time, and the owner is permitted to recover his 
depreciated cost, but not permitted to make a profit on the transaction.” 

S. 292, amendment: Introduced by Senator Bailey on September 6, 1945. Its 
section 12 was the same as section 12 of H. R. 3603 as reported. 

H. R. 3603: October 1, 1945: House debates reported in 91 Congressional 
Record, 9158-9201 and 9269-9289. 

Representative Wigglesworth, of Massachusetts, referred to section 12 at 
pages 9160-9161, as did Representative Jackson, of Washington, at page 9185. 
Representative Buck, of New York, offered the following criticism of section 12, 
at page 9192: 

“At a session of the committee only last Friday morning, however, two far- 
reaching amendments were adopted by the committee which should be defeated. 
These amendments rewrite and completely change sections 9 and 12. 

“The circumstances under which the committee adopted these two amendments 
are interesting and remarkable. Twenty-one members comprise the committee. 
The committee amendment to section 9 was adopted by positive vote of but 
seven members. The amendment to section 12 was adopted by positive vote of 
but eight members. Thus, 7 and 8 members, respectively, out of a committee of 21, 
made fundamental last-minute changes in a bill on which the committee had 
labored for months on end, 
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“* * * J now discuss section 12, a far-reaching amendment which the 
committee also adopted under similar circumstances last Friday morning. 

“The purpose of section 12 is simple. Its sole purpose is to protect the United 
States, within a reasonable period against the necessity in a new national 
emergency of reacquiring at a high price vessels which it has sold to its citizens 
under this bill at a low price. This is entirely proper. 

“The bill before you, however, provides for sales of ships to foreigners, as 
well as to citizens of the United States. Obviously, a sale to a foreigner is final. 
There can be no compulsory reacquisition by the United States. Thus, a for- 
eigner buying a ship at the low price to which he is entitled under the bill would 
reap an astronomical profit were he to resell to the United States should our 
country become involved in another great war, which God forbid. Under the 
terms of section 12, as written, the Government is protected against such a price 
rise as to ships sold to citizens for a period of 5 years. The amendment to 
section 12 adopted by the committee last Friday extended that protection as 
against American purchasers for the life of the ship. The Merchant Marine 
Act of 1936 and the present bill have for their purposes the fostering and 
development of the American merchant marine, yet here is a proposed amend- 
ment which discriminates, not against foreign buyers but against American 
buyers. It denies to American purchasers the profit which accrue to foreign 
purchasers under a new emergency. It is discriminatory against our own people. 

“Here is a situation where compromise against two extremes is the only proper 
course, The Government must have reasonable protection against buying back 
at a high price that which it sold to its citizens at a low price. On the other 
hand, American buyers should not be denied profits which might accrue to foreign 
buyers. Section 12 as written provides this compromise. The discriminatory 
committee amendment should be defeated.” 

Representative Hale of Maine, reviewing the provisions of the bill, made the 
following comment on section 12 at page 9197: 

“Section 12 of the act represents an attempt to provide for the compensation 
to be paid to the owner of these war-built ships in the event that they are re- 
acquired by the United States for use in some future national emergency. I my- 
self think that the provisions of section 12 represent a clumsy and ill-conceived 
attempt to evade the spirit of that provision of the Federal Constitution which 
recognizes the right of a man to full compensation for whatever the Government 
takes away from him under the right of eminent domain. Under section 12 the 
price which an owner has paid for a war-built ship is conclusively adjudged 
to be the value of the ship in his hands. This provision is of very little value 
to the United States as the assumed value of the ship may change with every 
sale, and it may discriminate harshly against an owner who buys at a low figure. 
Under some conditions a ship may appreciate in value in terms of dollars and 
cents and we must remember that the purchasing power of the American dollar 
is likely to fluctuate even more violently in the future than it ever has in the 
past. At the appropriate time I expect to offer an amendment which will strike 
section 12 from the bill. I believe that other amendments will be offered to it.” 

Representative Hale also had inserted the summary of recommendations of 
the so-called Harvard report prepared by the Harvard Graduate School of Busi- 
ness Administration for the Navy and the Maritime Commission on The Use and 
Disposition of Ships and Shipyards at the End of World War II. Recommenda- 
tion 2 (g) (3) said: “No agreement giving the Government the right to recap- 
ture a ship in case of emergency should be included in the sales contract.” 

On October 2, 1945, Judge Bland introduced an amendment to section 12 which 
would have applied the section 802 formula in lieu of the owner’s adjusted-tax 
basis and which would have continued such limitation on the requisition price 
for the life of the vessel (p. 9287). He explained that “This amendment carries 
into effect the substance, as I understand, of section S02 of the Merchant Marine 
Act.” 

Representative Buck opposed this proposed amendment saying (pp. 9287-8) : 

“Mr. Chairman, I rise in opposition to the amendment. 

“Here is another amendment rushed through the committee last Friday morn- 
ing at the eleventh hour. It is hasty legislation. 

“The purpose of the amendment is simple. It is to grant the Government 
reacquisition rights during the life of the vessel based on the sales price of 
the vessel under the act. 

“At first glance this is reasonable. It seems entirely proper that the Govern- 
ment, after selling a vessel at a low price, should not be required to pay a high 
price in the event of necessary reacquisition, 
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“But what is not clear at first thought is that the bill also contemplates sales 
to foreigners at prices no higher than sales to American citizens. Sales to for- 
eigners are final. There can be no compulsory reacquisition. Thus, in the event 
of an emergency which dictates reacquisition by the Government, the American 
owner receives a price based on the cost to him under the act, whereas the for- 
eigner is entirely free to sell his vessel in the fabulously high war market which 
always accompanies a war emergency. This is discrimination against American 
citizens in favor of foreigners. 

“A compromise between the interest of the Government and the interest of the 
American shipowner is the only logical solution. Section 12 as written in the 
bill is such a compromise. 

“The amendment should be defeated because it is discriminatory against the 
American merchant marine.” 

Representative Hale, continuing the opposition, said: 

“Mr. Chairman, section 12 of the bill as drawn represents what I! think is a 
clumsy and ill-conceived attempt to circumvent that provision of the Constitu- 
tion which provides that when the United States takes under eminent domain 
my property or the property of any other citizen, it shall pay just compensation. 
Under the provisions of section 12 as drawn, the right to just compensation is 
modified only for a period of 5 years. Under the proposed committee amendment, 
there purports to be a perpetual inhibition running with the ship, an inhibition 
on the automatic operation of the Constitution when the United States requisi- 
tions the ship. For that provision of the Constitution is substituted the provision 
of section 802 of the Merchant Marine Act of 1986. That is a restriction running 
with the title of the vessel. I appeal to the Members of this House who are 
members of the legal profession that restrictive covenants running with chattels 
are not a very wholesome legislative precedent. In this particular case this 
restrictive covenant plainly contradicts the provision of section 6 (b) of the bill 
which provides that no foreign purchaser shall get a ship on terms or conditions 
more favorable than the citizen. Now, a foreign purchaser who takes one of 
these ships, of course, has no obligation ever to turn it in to the United States. 
He gets a clear title whereas our citizens get a title clouded with the necessity 
possibly of having to surrender his ship under the artificial provisions of this 
restriction. I think the effect of this restriction will be to drive vessels under 
foreign flags. But at any rate this is an attempt to circumvent the Constitution 
of the United States and I believe it is morally wrong.” 

And Representative Herter, of Massachusetts, joining in the opposition, said: 

“Mr. Chairman, I hope very much that this amendment will not be adopted. 
This question was debated in the committee for many, many months. We went 
through a great many different phases of it. In effect, what it does is this: You 
or I buy a ship under this Ship Sales Act. Every vear, if the Government wants 
to take that ship back it is worth to you 5 percent less than it was the year 
before. At the end of 20 years, no matter in which condition you have kept that 
ship, no matter what you have done to maintain it in good order, the Government 
ean take it away from you and you will get no compensation for it whatsoever. 
A ship that may be built under the Merchant Marine Act or shortly after the 
ship-sales bill goes into effect will not have that same restriction applied to it. 

“In considering the matter, there were many of us who felt that the principle 
of just compensation for property taken by the Government ought not to be 
violated in this bill. We were willing to compromise on a 5-year basis so that 
within a 5-year period if a person bought a ship under this bill the Government 
could recapture and he could not make any profit out of that recapture. But 
for the Government to say in perpetuity that it has the right to buy that ship 
from a man at any time for a fixed and arbitrary price regardless of conditions 
the world over, seems to me to be legislating 20 years ahead. It seems to me to 
be legislating for the future and legislating in a way which will make the purchase 
of ships under this bill very much less desirable. It may, in fact, militate to a 
very great extent against a sound merchant marine.” 

Judge Bland’s amendment was defeated first on a division demanded by Repre- 
sentative Jackson with ayes 49, noes 49, and on a teller recount with ayes 56, 
noes 61. 

Representative Hale thereupon offered an amendment to delete section 12 
entirely. His amendment was agreed to without a count of the votes. 

H. R. 3603: The bill with section 12 omitted was referred to the Senate on 
October 3. On December 4 it was reported to the Senate with a section 12 
substantially the same as that in H. R. 3603 as reported to the House. The 
report of the Senate Committee on Commerce after describing the section said 
at page 22: 
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“The owner under this section is permitted to recover his depreciated cost 
but will not recover any enhancement accruing during his ownership.” 

Debated in the Senate on December 12, 14, 15, and 18 (91 Cong. Ree. 11533- 
11547, 11549-11556, 11812, 11862-11870, 11871-11881, 11882-11887, 12089, 12132- 
12135, 12253-12259). 

Senator Green questioned whether section 12 did not discriminate against 
American citizens, saying (p. 11869) : 

“When the bill was formerly under discussion, the Senator from Rhode Island 
(Senator Gerry) claimed that in certain particulars the bill favored foreigners, 
in comparison with citizens of the United States. The Senator from Mary- 
land was unwilling to adopt that view. In that connection, 1 ask him whether 
section 12, which we did not then discuss, is another illustration—it is from 
my own point of view—of how, under this bill, foreigners will receive ad- 
vantages which will be denied to the citizens of this country.” 

Senator Hart of Connecticut, Senator Radcliffe of Maryland and Senator 
Green then had the following colloquy (pp. 11869-11870) : 

“Mr. RApcuirre. In regard to section 12, I will say that personally I do not 
like it. However, I was voted down in the committee. When these ships are 
sold I should personally prefer that there be no recapture clause on behalf 
of the Federal Government. I do not think that clause is likely to be invoked, 
and so I believe the question is more or less an academic one. 

“Mr. GREEN. I have asked whether the language does not favor the foreigner 
over a citizen of the United States. 

“Mr. Rapciirre. The Senator may be correct. 

* * * * Rg * * 

“Mr. Harr. I may suggest to the Senator that it seemed to those of us 
who favored it that some provision should exist with reference to the Gov- 
ernment in the case of an emergency. It seems that there was no way of 
providing for it, and while I was in favor of including the clause to which 
reference has been made, I was well aware that the foreign owner would be 
immune from the provisions of the act. But there is no other way by which 
to look after the possible future needs of the Government in the case of an 
emergency. 

“Mr. GREEN, Then does not the Senator from Connecticut agree that the 
bill, so far as this particular language is concerned, favors a foreigner over 
an American citizen? 

“Mr. Harr. I think it possibly might favor him in the case of certain emer- 
gencies. 

“Mr. GREEN. But it does favor him under those conditions. 

“Mr. Harr. I think it may. 

“Mr. GREEN. The bill favors him. I am not saying whether the circumstances 
will be such that he will be favored, but the bill, by its provisions, favors the 
foreigner over the American citizen. 

“Mr. Harr. I think my answer is responsive. It might confer some benefit 
upon a foreigner who did not wish to turn in his ship. 

“Mr. GREEN. In other words, the American ship would have to be turned in, 
but the foreign ship would not have to be turned in. 

“Mr. Harr. That might occur. 

“Mr. GREEN. And there is a responsibility which attaches to the American 
purchaser of a ship which does not attach in respect to a foreign purchaser. 

“Mr. Harr. I will grant that there is a possibility of it. 

“Mr. GREEN. Possibilities always affect values, do they not? 

“Mr. Hart. I doubt that the provision to which the Senator refers will have 
much effect. 

“Mr. Green. An American citizen who purchases a ship is under a certain 
contingent liability, is he not? 

“Mr. Harr. I assume that the Senator means there is a certain cloud on the 
title of the purchaser. 

“Mr. GREEN. Exactly. 

“Mr. Hart. I think that could occur, but it is more important that the Gov- 
ernment be protected than it is to leave this provision out of the bill. 

“Mr. GREEN. I do not understand the Senator from Connecticut in his state- 
ment that a cloud on the title would possibly occur. The cloud exists on the 
title when the purchase is made. The cloud may clear later, or may descend in 
a deluge. But the cloud is on the title when the purchaser buys the ship, is 
it not? 

“Mr. Harr. I think that the Senator is getting into weather conditions that 
need not concern us very much. 
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“Mr. GREEN. I think they should concern us a great deal. This is one illus- 
tration of how the American citizen is to be placed at a disadvantage, when 
purchasing ships, in comparison with the foreigner. It is one of those phases 
of this very confusing legislation to which I object. I understand that the 
Senator from Maryland, who has charge of the bill, agrees with me that the bill 
would be better off without containing section 12. I wonder whether he would 
be willing to accept an amendment striking out section 12. 

“Mr. Kapce.irre. I was entirely frank with the Senator from Rhode Island. 
Personally, I think it would have been better to have left the section out of the 
bill. I do not think it will do much harm, but it might create some continuing 
restriction ox cloud on the title. Personally, I was opposed to it. In view of 
the fact that the committee voted for it, and definitely instructed me to report 
the bill with the section in it, I am reluctant to accept an amendment which 
would eliminate it. I think it was put into the bill perhaps out of abundance of 
caution. I do not believe that even the most optimistic individual believes that 
within 5 years this provision will be utilized. 

“Mr. GREEN. It is inconsistent with other provisions of the bill. 

“Mr. Rapcuirre. I think the Senator's statement should be modified. When 
he says that foreigners are being preferred throughout the bill it should be 
remembered that there is some reference to other qualifications. In reading 
carefully the bill the Senator will see that an American citizen is given preference 
in many ways. For example, he is given a preference as to purchase. There 
can be no chartering whatever to foreigners unless an amendment which has been 
suggested, and which applies only to a limited extent, should be applicable. 
There are many restrictions being placed upon the foreigner which are not being 
laid upon the citizen. 

“Mr. GREEN. I invite the attention of the Senator from Maryland to the 
inconsistency between section 12 and section 6 (b). * * * 

“Omitting the latter part of subsection (b), it reads: ‘Notwithstanding any 
other provision of law, no war-built vessel should be sold to any person not a 
citizen of the United States, * * * upon terms or conditions more favorable 
than those at which such war-built vessel is offered to a citizen of the United 
States.’ 

“Section 12, in its terms, violates that section. It seems to me that, although 
the Senator from Maryland has undertaken to take charge of this bill on the 
floor, he should not be obliged to defend inconsistent provisions, and refuse to 
accept an amendment which would correct them. 

“Mr. Rapciirre. The section to which the Senator has just referred was 
inserted for this purpose: When we sell to a foreigner, of course, we are going 
to draw up a mortgage, and this provision is designed to make assurance double 
sure that though we draft the mortgage, we also will be entitled to all the benefits 
of a law as to mortgages in that foreign country. That would seem to me to be a 
reasonable safeguard. We want to be sure, when we take back a mortgage on a 
ship, that we are not holding a mortgage which would not have the benefits of 
the law in the particular country concerned, should it be necessary that the 
mortgagor would get into their courts. 

“Mr. President, this is an additional protection, and there is no reason why 
we should not have it. The language may not be absolutely necessary, perhaps, 
but it is simply an affirmation of our intention to do everything we can to see 
that when we accept a mortgage we will make every reasonable effort to get the 
benefit of all the laws of the foreign country. 

“Mr. GREEN. That may be the object of those who drafted the bill, but cer- 
tainly the provision of the bill itself goes much further than that, afid the courts, 
and I think the Senate of the United States, should regard the language as 
submitted rather than the Senator's statement of what the intention of the 
language may be. The language certainly provides that a ship cannot be sold 
on terms or conditions more favorable than those on which it is sold to a citizen 
of the United States, a very proper provision. 

“Mr. Rapciirre. Let us take the alternative. Suppose we sell a ship to a 
foreigner and take a mortgage. Do we not want to be sure that the mortgage 
has all the validity, as to priority, and what not, that it would have in the 
particular country concerned? 

“Mr. GREEN. Certainly. 

“Mr. Rapciirre. That is all this tries to do. 

“Mr. GreEEN. I think it does a great deal more. It is another of the blind pro- 
visions of the bill. I have had limited experience in the Senate, this being the 
beginning of my second term, but I do not remember any bill presented to the 
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Senate which is an example of worse drafting than the bill before us. If the 
Senator from Maryland takes the position that he will agree to no modifications 
of the bill, then I do not see the use of this discussion, The only thing left to do 
is to propose amendment after amendment when the bill comes up for amend- 
ment, and debate them in turn as they arise. We are trying to perfect the bill 
by this discussion, but apparently the bill is so imperfect that the Senator in 
charge of it hesitates to accept any correction lest he may have to accept a 
mass of them. In view of that fact, I shall not make other criticisms.” 

(The AASO, in a printed memorandum to the Members of the Senate, had 
developed these points at length.) 

Senator Green (p. 11882) offering an amendment to strike opt section 12, 
said: 

“Mr. President, this subject was discussed earlier in the day, and at that time 
the distinguished junior Senator from Maryland said that individually he had no 
objection to the amendment. Similar action was taken in the House of Repre- 
sentatives, and I trust that the Senate will act in the same way, inasmuch as 
adoption of the amendment is agreed to by the Senator from Maryland.” 

Senator Radcliffe said : 

“Mr. President, the language of the committee amendment, as it now stands, 
probably does impose some restrictions upon the initial sale or subsequent sale 
of ships. I am agreeable to the adoption of the amendment.” 

The amendment was thereupon agreed to “without objection.” 

December 18: The bill passed the Senate without section 12 (p. 12259). The 
bill was then referred to conference, and a conference report was issued on 
February 6. 

February 18, 1946: Conference report agreed to in Senate (92 Congressional 
Record 1456). 

February 26: Conference report agreed to in the House (92 Congressional 
Record 1683). 

Representative Bonner criticized “section 12 entitled ‘Reacquisition by United 
States,’ ”’ saying that it “affords the United States about as much protection as a 
bathing suit affords an Eskimo.” He apparently was referring to section 12 of 
Ii. R. 3603 as originally reported. In any case it appears quite clear that this 
section had previously been stricken by both Houses and was not under considera- 
tion when the bill was referred to the conference. 

March 8: The bill was signed by the President and became law. 


STATEMENT OF FRAZER A. BAILEY, PRESIDENT, NATIONAL FED- 
ERATION OF AMERICAN SHIPPING, INC., NEW YORK, N. Y. 


OPPOSITION TO HOUSE PROVISION ON SHIP SALES 


Senator Haypven. Mr. Frazer Bailey? Mr. Bailey, I judge from the 
remarks you have heard here you have found that the committee has 
a pretty fair understanding of the situation. I do not think it is 
necessary for you to elaborate. 

Mr. Baitxy. My statement is very short, Mr. Chairman. It will 
take less than 10 minutes. 

Senator Hayppen. You may proceed. 

Mr. Battery. My name is Frazer Bailey. I am president of the Na- 
tional Federation of American Shipping, Inc., an organization repre- 
senting a majority of all deep-water, privately owned, dry-cargo, 
American-flag shipping, and a large segment of the United States- 
flag tanker fleet. 

I am appearing in connection with bill H. R. 3587, making supple- 
mental appropriations for the fiscal year ending June 30, 1951. 


LANGUAGE OBJECTION 


The shipping industry as represented by the Federation is opposed 
to the provisions of the bill beginning at line 9 on page 15 and con- 
tinuing through line 17 on page 6. These provisions relate to the 
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amount to be paid by the United States for the purchase, requisition, 
or loss of vessels previously purchased from it, and to the valuation 
“for any purpose” of vessels previously sold by the United States. 


QUESTION OF APPLICATION OF PROVISO TO SHIPS UNDER FOREIGN REGISTRY 


Senator Briners. Mr. Bailey, how would this affect the ships that we 
have heard a lot of talk about from the Maritime Administration, 
tankers that were sold to an American group and then transferred to 
Panama, that have been in the press a lot? Would they be covered by 
this? 

Mr. Bary. No; this relates to the reacquisition of the vessels by 
the Government. 

Senator Brinees. Yes; but could they use this on reacquiring those ? 

Mr. Battzy. The Government? 

Senator Brivers. Yes. 

Mr. Bauer. This provides that when the Government reacquires 
the ships, which they sold, they should be reacquired. 

Senator Corvon. The question is: Can they reacquire a ship sold to 
American citizens and by them sold to a corporation which les now 
the ship under Panamanian registry in place of United States registry, 
which would be equivalent to a foreign ship; would it not? 

Mr. Batter. Well, if it were to be registered under a foreign flag. 
it would be a foreign ship; yes. 

Senator Brinces. What I was getting at: Is that class of ship exempt 
from this provision? Do they come under foreign shipping? 

Mr. Battey. I don’t understand that this provision applies to ships 
that have been registered under foreign flag. 

Senator Briers. Even though they were sold originally to 
Americans ? 

Mr. Battery. And resold foreign. 

Senator Hix. It does not exempt them; it just does not reach them, 
Is that not it? 

Senator Corvon. You cannot pay any more for them than you can 
for these; but you cannot requisition them. That is the point. 

Senator Hux. Because our jurisdiction does not reach out to take 
them. 

Mr. Barmy. There are certain circumstances under which war 
vessels may be taken, but I am not familiar enough with that to try to 
— it. 

‘irst, we object to these provisions as constituting general legisla- 
tion in an appropriation bill. We call the committee’s attention to 
the fact that in line 9 of page 15 it is provided that “No money appro- 
priated by this or any other Act may be used” for certain purposes. 
Again, in line 12 of page 16, the provision that “Notwithstanding the 
provisions of any other law” certain prohibitions are entered. 


Senator Brivees. O. K. Let me ask you another question. I do not 
want to break in on your thought, but I want to follow up a question 
which Senator Cordon amplified here. Supposing this provision was 
put in, and then ships were sold to Americans and then resold to for- 
eigners, would we reach them then? 

Mr. Baier. I do not think you can reach them if they are under 
foreign registry at the time you try to reacquire them. 
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Senator Brinces. Even though this were a law at the time it was sold 
to the Americans? 

Mr. Battery. That is right, sir. That would be my understanding 
of it. 

The Congress has wisely established regular standing committees 
in both the Senate and House with jurisdiction over particular types 
of legislation, By these committees any proposed legislation may be 
thoroughly considered and all interested parties may apply for and 
may have the full opportunity of a hearing. It is ‘well established 
that general legislative subjects may not be dealt with in an appro- 
priation bill. We suggest that the two phrases to which objection is 
taken affect all of the material contained in the last paragraph of 
chapter VIII, beginning at line 9 on page 15 and extending through 
line 17 on page 16. Such proposed legislation if presented to the Con- 
gress, should, in our opinion, be referred to the appropriate standing 
committee where it may be considered under established rules and 
practices. 


HOUSE ACTION 


The sponsor of these provisions was aware that this was general 
legislation. The chairman of the subcommittee of the House Appro- 
priations C ommittee, Mr. Thomas, said: 

I say frankly to the gentleman from Maine that if he insists on his point of 
order, the committee is ready to admit that it is good. (Congressional Record, 
April 10, p. 3678.) 

Now may we cal] the committee’s attention to the following facts: 

(a) Section 902 of the Merchant Marine Act of 1936 dealing with 
vessels or other watercraft—excluding vessels constructed with the 
aid of a construction-differential subsidy—provides that the Govern- 
ment may requisition or purchase any such craft upon the payment of 
“just compensation” and contains the further provisions known as 
the enhancement clause : 
but in no case shall the yalue of the property taken or used be deemed enhanced 
by the causes necessitating the taking or use. 

And again: 

(4) Section 802 of the Merchant Marine Act of 1936 which covers 
the requisition of vessels built with the aid of a construction-differen- 
tial subsidy provides that the United States shall have the right to 

eacquire ownership at not to exceed the actual depreciated construc- 
tion costs thereof to the shipowner, as more specifically stated therein. 

We respectfully suggest to the committee that the interest of the 
Government in purchase, requisition, or reacquisition of vessels has 
been amply protected by the Congress in these provisions. We know 
of no private property other than shipping, which is subject to such 
provisions with respect to its acquisition for public use. 

Senator Corpon. Is there not some provision in some of the defense- 
plant installations that carries a recapture clause ? 

Mr. Battery. There may be, Senator Cordon, but I am not familiar 
with it if there is. But as to surplus war plants, there was not in any 
of those contracts. 

Under the terms of the Ship Sales Act of 1946 the United States 
offer ed for sale surplus war-constructed vessels at a statutory sales 
price fixed by the Congress, and under the terms and conditions stated 
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therein. While a preference in selection was granted to American 
buyers such surplus vessels were available to foreign as well as Ameri- 
can buyers upon the same prices, terms, and conditions; 1,113 of such 
vessels were purchased by foreign buyers, and 821 such vessels by 
American buyers. The American buyers paid or committed them- 
selves to pay approximately $600 million. The sale of surplus vessels 
under the terms of this law yielded by far the largest percentage of 
criginal cost of any disposal of surplus war materials. The total 
amount recovered by sale amounted to $1,727 million, by vessel charter 
over $440 million, a total of over $2 billion, or approximately 45 
percent of the original construction cost during wartime. In con- 
trast we understand other surplus war materials, including aircraft, 
returned only about 10 percent of original cost. Provisions similar to 
those contained in the bill before you to which we now offer objection, 
were presented to, and were rejected by the Congress at the time it 
enacted the Ship Sales Act of 1946. 

It was objected in the case of the House bill, by motion of Mr. Hale, 
supported by Mr. Herter; in the case of the Senate upon objection of 
Senator Green supported by Senator Radcliffe and Senator Hart. 
Senator Cordon has cleared that subject, sir, and I will not enlarge 
upon that. 

Having offered and sold such surplus war-built vessels _— speci- 
fied prices and terms, to both American and foreign buvers, the United 
States Government cannot now impose further and additional terms or 
restrictions upon the American buyers without violating its commit- 
ments. Such added restrictions cannot be effectively enforced against 
foreign buyers, with the’result that American interests who have pur- 
chased vessels in good faith and upon the assurances contained in the 
Ship Sales Act of 1946 would, in contrast, be discriminated against. 
Further, the Ship Sales Act of 1946 specifically provides in section 6 
(b) that— 
no war-built vessel shall be sold to any person not a citizen of the United 
“tates * * * upon terms and conditions more favorable than those at which 
such war-built vessel is offered to a citizen of the United States, 

4. May we also suggest to the committee that the provisions to which 
we object are unconstitutional, if the amount paid for the vessel does 
not amount to “just compensation” as provided in the fifth amendment 
to the Constitution. We believe the enactment of these provisions 
would result. in a multitude of litigation, which could only ultimately 
be decided by the courts adversely to the Government. 

For these reasons we very respectfully urge that the Senate Commit- 
tee on Appropriations delete the afore- mentioned provisions from 
H. R. 3587 

Seneher Haypen. If there are no questions, we thank you very much 
for your statement. 5 

Mr. Battery. Thank you, sir. 


STATEMENT OF VICE ADM. E. L. COCHRANE, UNITED STATES NAVY 
(RETIRED), CHAIRMAN, FEDERAL MARITIME BOARD 
LEGAL INTERPRETATION OF SHIP SALES ACT 


Senator Haypen. Admiral Cochrane, I would like to ask you in 
respect to this matter: You have heard the constitutional question 
raised here. Do you have attorneys with the Federal Maritime Board ? 
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Admiral Cocurane. Yes, sir. 

Senator Haypen. Have they passed upon this language? 

Admiral Cocurane. Yes, sir. There are, of course, as we recognize, 
problems connected with it, Senator. Of course, as to part of it, as 
Senator Cordon has brought out, the basic language is that quoted 
directly from section 802 of the 1936 act, as to ships which have been 
built with a construction subsidy. 

Of course, the effect of the 1946 Sales Act was to depreciate the value 
of the war-built ships by 50 percent of the cost, which, in effect, is the 
equivalent of this same sort of construction subsidy. So that it does 
not seem to be too far a stretch of the imagination. There are, how- 
ever, problems involved with bona fide resales, and that was given a 
good deal of thought. It did not appear by any means reasonable to 
apply the original Government sale price to subsequent bona fide 
purchasers whose prices were based upon value of vessels. That is 
the reason for the second proviso in the language. Of course, the 
question of charter rates falls in behind the other question. 

I think, in looking at the problem over-all, one has to realize that 
it is not the plan, at least it is not the present plan, to requisition, 
for title, great numbers of ships. The plan would be to requisition 
for title those ships which are to be converted, or to be materially 
altered, in which case the ultimate return of the vessels to the owners 
from whom they were requisitioned would be difficult. 


REQUISITION OF SHIPS FOR CHARTER HIRE 


Senator Haypen. What other type of requisition would there be? 

Admiral Cocurane. Requisition for use, Senator. That would be 
the much more normal procedure. In other words, we simply bareboat 
charter the vessel for her operation, and at the termination of the 
requirement for her service she is then returned to the owner. 

enator Hit. Is that like a lease? 

Admiral Cocurane. That is right. And the title does not pass in 
that case. 

Senator Hitz. I understand. 

Senator Savtonsratu. Boiled right down, this provision where it 
is applied in a case where there was not any construction agreement 
is just plain unfair, is it not? f 

Admiral Cocurane. Well, except, Senator, as I say, that it goes 
back to the fact that these ships were written down to 50 percent 
of the construction cost. The basic sales price was 50 percent of 
the actual construction cost. 

Senator Sarronstauu. But if it was going to be done, it should have 
been done when that happened and not 5 years afterward. 

Admiral Cocurane. I can’t quarrel with that, Senator. 

Senator Corvon. It had to be done, then, did it not? It had to be 
done then if it was going to be done at all? 

Admiral Cocnrane. I think that unquestionably would have been 
more satisfactory. 


SHIPS SOLD TO AMERICAN AND FOREIGN PERSONS 


Senator Brincrs. Admiral Cochrane, how many ships have been sold 
by the Maritime Administration (1) to Americans, (2) to foreigners, 
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and then how many of the Americans have been transferred to foreign 
flag and sold? 

dmiral Cocurane. I haven’t got that information here, Senator. 
We could add that. I think the figures given by Mr. Bailey are sub- 
stantially correct. 

Senator Corvon. Has there been any appreciable number of the 
ships which were sold under the Ships Sales Act domestically trans- 
ferred from the original purchaser to someone else for value? = 4 

Admiral Cocurane. I think a number have, sir. As to just how 
many, I haven’t got the statistics with me. Of course, the question 
of ships that have been sold foreign, with the possibility of a reac- 
quisition of them for title by the United States, is quite involved. 


POWER TO REQUISITION FOR USE AND FOR TITLE 


Senator Corpon. Let me put a hypothetical proposition to you. 
You differentiated a few moments ago as between requisition for use 
as against requisition for title. If you requisition for use, it has to 
be with the consent of the holder of the ship, does it not ? 

Admiral Cocnrane. Not in wartime, sir. Not as of today, since 
a national emergency has been declared. We have power now to requi- 
sition for title or for use. That was implemented, of course, by the 
declaration of emergency, the 16th of December. 


Senator Corpvon. If you requisition for use against the will of the 
owner 


Admiral Cocuranr. We can; yes, sir. 

Senator Corvon. If you do that, you determine the fair use value 
of the ship, do you not? 

Admiral Cocurane. That is correct. 

Senator Corpon. And in making that determination, do you not 
necessarily take in the fair value of the ship at the time it is taken ? 

Admiral Cocnrane. Yes. And, of course, that was the subject of 
a great deal of discussion during the last war, and they finally had 
an advisory committee set up to do that. 

Senator Corpon. But you are compelled to do that. 

Admiral Cocnrane. Yes. 





LITIGATION ON FATR COMPENSATION FOR USE OF SHIPS 


Senator Corpon. There would be no other way to determine its fair 
use value, except by determining what it is worth. 

Admiral Cocurane. Or determining what is a fair charter rate 
to pay the owner. 

Senator Corpon. And whatever that amount is, if you and the owner 
cannot agree, he may go into court to determine it, may he not? 

Admiral Cocuraneg. That is right, sir. There were a number of 
cases, of course, during the war, where the offer of fair compensation 
which was made by the Maritime Commission did go into court. We 
made a summary of that, which is rather interesting, and shows quite 
a spread between the value assigned to the vessels by the War Ship- 
ping Administration and what the courts finally awarded to the va- 
rious owners. In one case, the award was in excess of the owner’s 
original claim. Actually, the final total of the court awards, on this 
number of ig here, total up to $15,000,000, as against offers of com- 
pensation by the old War Shipping Administration of $9,400,000. 

81646—51——34 
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Senator Corpon. Under the law, if you and the owner cannot agree 
on the charter hire, and you requisition for use, under section 902 
of the Merchant Marine Act in Public 328 of the Seventy-sixth Con- 
gress, as amended, you are required to pay to such owner a sum equal 
to 75 percent of the rate of hire that you have determined, are you 
not ¢ 

Admiral Cocnrane. That is correct, sir. 

Senator Corpon. And then a person is entitled to sue in a United 
States court to recover the balance. 

Admiral Cocnrane. That is right. 

Senator Corpon. And when it goes into court, it is a question for the 
court to determine wholly. 

Admiral Cocurane. That is correct. 

Senator Corpon. As a matter of fact. 

Admiral Cocuranr. Yes, sir, 

Senator Corpon. And this provision in question does not affect your 
right to requisition for use. It goes only to requisition for title, does 
it not ¢ 

Admiral Cocurane. Well, if you will notice, it provides in the 
wording that is now set up that that establishment of value would 
serve also as the basis for two other things. One is the payment of 
war-risk insurance. In other words, the question of loss comes up. 
And the other is that it will form the basis for our determination of 
the charter hire, which again may become subject to court claim. 

Senator Corpon. In any event, the final determination, if the owners 
are dissatisfied, is a judicial determination, and not one that you can 
make ¢ 

Admiral Cocurane. That is correct, sir. It is true, of course, that 
the experience in the War Shipping Administration was that a large 
number of the owners accepted the determination made by the War 
Shipping Administration. 

Senator Corpon. That is a matter of fact. I am trying to get at 
the legal effect of this, and whether or not.it is a constitutional provi- 
S10n. 

Admiral Cocnrane. I think there is nothing about that that pre- 
vents an owner from having recourse to the law. 

Senator Haypen. Senator Ellender? 


APPROPRIATION LANGUAGE ENLARGES POWER TO REQUISITION SHIPS 


Senator E.Ltenper. Admiral, I am sorry that I did not get here in 
time to hear the whole presentation of this by the shipowners. Aside 
from the statement made that it is a disadvantage to the American 
shipowners, that is, as between foreign and American shipowners, it 
is alleged in one of these statements that the law now existing suffi- 
ciently protects the Government. I wonder if you would be good 
enough to tell us in a nutshell, if you will, what the essential difference 
is between the existing law and what this provision seeks to do. 

Admiral Cocurane. Well, Senator, the existing law specifically ap- 
plies to those ships which have been built under construction sub- 
sidy, under the 1936 Merchant Marine Act. This extends similar pro- 
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vision to other ships that have been sold by the Government to pri- 
vate hands. 
Senator Evtenper. I see. That is the only difference? 

Admiral Cocurane. That is correct, sir. 

Senator Corvon. There is another difference, is there not, Admiral: 
that the present Ship Sales Act provides for just compensation if you 
requisition ¢ 

Admiral Cocurane. Yes, sir, it just simply gives us the formula. 

Senator Corvon. “Just compensation’ is the term used in the law, 
is it not? 

Admiral Cocnrane. That is correct. 

Senator Corpon, And that is substituted by a statutory definition of 
the requisition price. That is the difference. 

Admiral Cocurane. That is what this amounts to. 


REIMBURSEMENT TO OWNER OF SHIP INVESTMENT 


Senator Exvtenper. But in either case, though, the ship owner 
would get back all he has put up, ~oekd he not? 

Admiral Cocuranr. Well, that is the intent of it. 

Senator E.tenper. That is the purpose of it? 

Admiral Cocurane. Yes. It does not, of course, give him any ac- 
cretion in value due to a rise in the market. 

Senator McCarran. This refers to ships that have been sold unde 
act of Congress and disposed of? Is that right ? 

Admiral Cocurane. That is correct, sir. 

Senator McCarran, And the act of Congress provided for the sale 
outright ? 

Admiral Cocnrane. Yes, sir, and gave a rather explicit formula 
for arriving at the sale price. 

Senator McCarran. Yes. And if the sale took place, and there was 
a transfer of ownership under the law, the owner took over pursuant 
to law and could hold pursuant to law ¢ 

Admiral Cocurane. Yes, sir, and those transfers subsequent to the 
original sale have in some cases been at a higher price, and sometimes 
at a lower price. 


TRANSFERS OF SHIP OWNERSHIP 


Senator McCarran. And there may have been transfer after trans- 
fer after the Government disposed of it ? 

Admiral Cocuranr. That is right. 

Senator McCarran. In many instances they were put under a dif- 
ferent registration ? 

Admiral Cocuranr. Transfers of registry, of course, have had to be 
approved here. And as of today, of course, with the emergency in 
effect, our requirements as to transfer are even more stringent than 
they have been heretofore. As a matter of fact, as to a good many 
of those transfers, I think it may be of interest to note that we have 
made it a condition of transfer of flag recently that the new owners 
should hold the ship available to the U ‘nited States on requisition. 

Senator SauronstaLL. The sum and substance of your testimony, 
Admiral, is that while there may be some doubt as to whether this 
language is unconstitutional, it is grossly unfair to the people who 
bought these ships under the act of 5 years ago. Is that a fair state- 
ment ¢ 
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Admiral Cocurane. I don’t think I would agree that it was grossly 
unfair, Senator. 

Senator Sauronstau. Then strike out the word “grossly.” It may 
well be unfair ? 

Admiral Cocnrane. It might well be, yes, sir. 

Senator McCarran. No more grossly unfair, I supose, than the con- 
demnation would be. 


CONDEMNATION PROVISION EXTENDS TO ULTIMATE OWNER 


Admiral Cocnranr. This is in effect a provision for condemnation. 
Senator Briners. You do say that the time when it should proper] 
be done is in the basic law before the deal is to be made, Lani, 

if it is to be done? 

Admiral Cocnrane. There isn’t any question about that. 

Senator ELLENDER. Suppose, as Senator McCarran pointed out here, 
an American shipowner were to buy and sell any number of them. 
What about the last owner of this ship? If he paid more and suffered 
losses, let us say, what about that? 

Admiral Cocnrane. This was intended to cover the value of the 
price that the last owner had paid for the ship. And that was depre- 
ciated. In other words, if it had been a bona fide sale, it is not just 
a transfer. 

Senator ELtenper. So even as to the last owner, he would get a 
bona fide return on his investment ? 

Admiral Cocurane. The price offered to him would be his purchase 
price depreciated within the intervening time. 

Senator Haypen. If there are no questions, we thank you. 

Admiral Cocnrane. Thank you, Mr. Chairman. 


TELEGRAMS SUPPORTING JUST COMPENSATION FOR PROPERTY 
REQUISITIONED 


Senator Sauronstauu. I have received telegrams urging just com- 
pensation for requisitioned property in relation to the matter now 
before this committee, and I should like to insert two of them in the 
record at this point. 

Senator Haypen. Without objection, they shall be inserted. 

(The telegrams referred to follow :) 


Boston, Mass., April 16, 1951. 
Hon. LEVERETT SALTONSTALL, 
Senate Office Building: 


Regarding Senate bill 3587, we strongly urge objection to interference with 
constitutional right to just compensation for any property requisitioned from 
citizens by the Government. 

EASTERN STEAMSHIP Lings, IN¢., 
A, B. SHarp, President. 


New York, N. Y., April 16, 1951, 
Senator Leverert SALTONSTALL, 
Committee on Appropriations, 
United States Senate, Washington, D. C.: 


Regarding appropriatiofis Maritime Administration for requisitioned ships, 
earnestly urge you delete provision limiting payment to buyer’s cost less speci- 
fied depreciation. Upon requisition owner is entitled to just compensation which 
is fair-market value at the time of the taking. Artificial valuation formulas 
single out shipowner and discriminate against him. As unsubsidized ship- 
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owners we bought vessels from the Government for cash in good faith. We feel 
our property is as much entitled to freedom from confiscation as that of any 
other citizen. 
EB. Myron Butt, 
President A. H. Bull Steamship Co. 


SALARIES AND Expenses, Civi Arronautics Boarp 


STATEMENT OF HON. EDWIN C. JOHNSON, A UNITED STATES 
SENATOR FROM THE STATE OF COLORADO 


OPPOSITION TO AMOUNT REQUESTED FOR STUDY OF AIR-MAIL SUBSIDIES 


Senator Haypen. Senator Johnson, we will hear you now. 

I have a letter here from Senator Johnson, addressed to Senator 
McKellar, in which he directs attention to an item of $25,000 requested 
by the Civil Aeronautics Board to initiate study looking toward the 
early separation of subsidy payments from compensatory mail 
payments. 


I will ask that the letter go in the record, and we will have you 
tell us about it, Senator. 

(The letter follows :) 

UNITED STATES SENATE, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
March 30, 1951. 
Hon, KENNETH MCKELLAR, 
Chairman, Senate Appropriations Committee, 
221 Senate Office Building, Washington, D. C. 

My Dear SENATOR McKetiar: May I direct your attention to a small, but 
wasteful item in the request for a supplemental appropriation, transmitted 
February 28, 1951? I refer to the item of $25,000 requested for the Civil Aero- 
nautics Board to initiate studies “looking toward the early separation of subsidy 
payments from compensatory mail payments.” (Communication from the Presi- 
dent of the United States, House Doc. No, 67, 82d Cong., Ist sess., p. 11.) 

As you will recall, the last General Appropriations Act (Public Law 759), con- 
tains, in the contingent funds for the United States Senate, an appropriation 
of $200,000 for the Senate Committee on Interstate and Foreign Commerce “to 
engage by contract the services of private firms or corporations for making a 
survey of certificated interstate, overseas and foreign air carrier operations, with 
a view to drafting legislation requiring the separation of mail compensation 
from any Federal subsidy payments” (p. 3). 

Contractual studies shortly will be completed for our committee by Ernst & 
Ernst on certain domestic phases of the subsidy problem; and by the Aircraft 
Consulting Service on certain international phases of the probe. The staff of 
the Civil Aeronautics Board advise us last summer that they did not want 
our studies to disrupt and interfere with the extensive mail-cost studies they 
were completing for the Big Four Mail Rate case and which they will complete 
soon. When these two studies are available the Congress will have before it all 
the information necessary to enact legislation which will separate subsidy and 
compensatory mail pay. 

The new study now proposed by the Civil Aeronautics Board not only will be 
a waste of public funds but in my opinion will delay effective legislation many 
months. The comprehensive studies being conducted for our committee will be 
completed in time for our committee to press hard for separation legislation 
during this session of the Congress. An appropriation for the Civil Aeronautics 
Board to implement this legislation may be advisable next year after a bill to 
separate has been enacted; now it can only add to the confusion. 

Sincerely, 
E. C. Jonnson, Chairman. 
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AMOUNT IN HOUSE BILL 


Senator Jounson. Mr. Chairman, I thank you for giving me the 
opportunity of appearing here. You have made my letter to Senator 
McKellar. of March 30, a part of the record. 

The bill that you have before you, H. R. 3587, on page 7, has an 
item “Civil Aeronautics Board, salaries and expenses,” listing an 
additional amount for the Civil Aeronautics Board under salaries and 
expenses of $25,000. Now, in the report, the House committee’s re- 
port 

Senator Satronsrauui. That is page 8, Senator Johnson, is it not? 

Senator Jounson. Yes; I guess that is right on the copy of the bill 
you have. It is page 7 on the printed bill. 

Senator Corvon. I have it here on page 8. 

Senator Ture. In the book that is before us here it is on page 8. 

Senator McCarran. What is the item, Senator? 

Senator Jounson. It is an item of $25,000. It says: “For an addi- 
tional amount for Civil Aeronautics Board, salaries and expenses, 
$25,000.” 

HOUSE COMMITTEE ACTION 


Now, the report of the committee on page 10 says: 


The committee recommends the sum of $25,000 for studies by the Civil Aero- 
nautics Board looking toward the early separation of subsidy payments from 
compensatory mail payments to airlines. 


TOTAL COST OF SUBSIDY STUDY BY CAB 


The House hearings developed the justification for that appropri- 


ation in testimony from the Civil Aeronautics Board on page 347 at 
the bottom of the page of the hearings. It reads: 

The total estimated cost of the project is $93,000. 

Now, the project is to separate the compensatory mail pay from 
the subsidy that is paid to airlines. 

This committee will remember that last year you were struggling 
with this same question, and it was estimated by the Civil Aeronautics 
Board that it would take about $600,000 to do this job. Then later 
the amount was modified, and the amount to do the job was estimated 
to be $300,000 to $600,000, or something in that neighborhood. 


SENATE RESOLUTION FOR STUDY TO BE CONDUCTED BY SENATE COMMITTEE 


However, I appeared here on behalf of my committee and asked for 
$200,000, and asked that the $200,000 be set up under the direction 
of the Interstate and Foreign Commerce Committee, to be expended 
under contracts, to develop all the facts and the whole background, 
which would be necessary to intelligently and equitably separate the 
mail pay from airline subsidy. 

I will place in the record the resolution that this committee wrote 
into the then pending appropriation bill at that time. 

(The resolution is as follows:) 

Committee on Interstate and Foreign Commerce: To enable the Committee on 
Interstate and Foreign Commerce to engage by contract the services of private 
firms or corporations for making a survey of certificated interstate, overseas, 
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and foreign air carrier operations, with a view to drafting legislation requiring 
the separation of mail compensation from any Federal subsidy payments, $200,000 


~~ ( 


(Public Law 759, Sist Cong., ch. 896, 2d sess.). 
AMOUNT APPROPRIATED FOR SENATE INVESTIGATION 


Senator E.tenver. Senator, I may be in error, but did you not ask 
for $250,000% And we gave you $200,000? 

Senator Jounson. I think you are correct about that. I think it 
was cut from $250,000 to $200,000. But, anyway, we were given 
$200,000, and we have let contracts in accordance with the bill, and 
we expect to have full information, or at least most of it, by the Ist 
of May. And our committee is planning on introducing a bill to 
separate the mail pay from the subsidy, based on the reports, which 
we will receive from these engineering and auditing firms, who have 
been making this survey under contract for us. 

We expect to have legislation before us by the Ist of May, or shortly 
thereafter, and I think that we will have a proposal with perhaps some 
modifications, which will be acceptable to the Congress, and will dis- 
pose of this very troublesome question once and for all. 


REQUEST FOR DELETION OF CAB SUPPLEMENTAL ESTIMATE 


My objection to the appropriation of $25,000 that is provided in this 
bill, the $25,000 being the first installment on a $93,000 estimate, is that 
it might very well delay the legislation on this whole matter. I feel 
yr we will have information sufficient by the 1st of May so that we 

‘an prepare a bill and justify its provisions. And if we are going to 
ove somebody else $25,000 now, and some more a little later, we will 
hear the argument when our bill reaches the floor, “Well, we had better 
wait until we see what the CAB is going to recommend.” 

This committee made a decision last year. They had a choice of 
assigning this task to a committee of Congress or to the CAB, and they 
selected a committee of Congress. We have tried to do the job, and 
I hope that you will not make any appropriation for this purpose to 
anyone else until after you have had an opportunity to review what 
we present. Then if you throw our report in the wastebacket and 
decide that we have not the correct facts and figures for doing 
the job, and you want to make appropriations to somebody else to 
do it a better way, fine. But-I hope that this matter will not be all 
balled up by giving somebody else an appropriation now. If you do 
so you will be delaying the whole matter many, many months, in my 
opinion. 

Senator Brinces. We do not usually get witnesses coming in here 
asking us not to make appropriations, so it is a very great ple: sure 
for some of us to hear some one come in and present Such a plea. 

Senator Extenver. As I understand it, you were supposed to pass 
on a part of this to some agency of Government. What agency was 
that? Can you tell me? 


PROVISION IN PUBLIC LAW 759 FOR SENATE MAIL SUBSIDY INVESTIGATION 


Senator Jounson. Well here is your solution : 


Committee on Interstate and Foreign Commerce: To enable the Committee on 
Interstate and Foreign Commerce to engage by contract the services of private 
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firms or corporations for making a survey of certificated interstate, overseas, and 
foreign air carrier operations, with a view to drafting legislation requiring the 
separation of mail compensation from any Federal subsidy payments, $200,000. 

That is Public Law 759; that is the resolution, and on the basis of 
the reports that we expect to have immediately, we are going to draft 
a bill and present it to Congress, and try to justify the proposal that 
will be made as a sound basis for separating mail pay from subsidy. 

Senator Haypen. Does your report cover both mail carried in the 
United States and foreign mail? 

Senator Jonson. Yes; it will. But the first part of the report 
will only deal with the domestic problem. However, we are seeking 
information on the foreign carriage of mail. And I might say now 
that we have run into a good deal of stormy weather on the trans- 
portation of foreign mail. We find that the diplomats, in the De- 
partment of State, are interested in that subject, and the Army is 
interested in that subject very much also. But we are getting facts, 
and we will have information, and we will have some conclusions. 

Senator Haypen. Thank you. 

We will hear on behalf of the Civil Aeronautics Board now Mr. 
Verner as to why he wants this $25,000. 


STATEMENT OF JAMES M. VERNER, EXECUTIVE DIRECTOR, 
CIVIL AERONAUTICS BOARD 


BASIS OF SUPPLEMENTAL REQUEST FOR MAIL SUBSIDY INVESTIGATION 


Mr. Verner. All right, Mr. Chairman. My name is James M. 
Verner, and I am the Executive Director of the Civil Aeronautics 
Board. Mr. Rentzel didn’t know precisely whether he would be called 
or not. He can come down within a period of 10 minutes if the com- 
mittee would like to hear from him. 

In his absence, about the only thing I can say is that the Board’s 
request for a $25,000 supplemental appropriation was premised on 
the belief that the studies contemplated by the Board would not dupli- 
cate the studies contemplated by the Senate committee. And it was 
never in the Board’s mind that there would be any duplication. We 
had understood that the Senate study was directed primarily toward 
the community approach on separation, assuming a basic subsidy and 
a basic compensatory rate. We had assumed that it would be the 
Board’s job, under the appropriation, to work out the allocations and 
the formula under which what is compensatory mail pay and what is 
subsidy mail pay could be determined. 

Senator Haypen. It would strike me that after Congress had acted 
upon the subject and determined its policy with respect to those two | 
matters, then the Board would be required to carry out the policy. 
But until the policy is established, what would you have to do? 

Mr. Verner. I think that the basis the Board has been proceeding 
on, Mr. Chairman, is that there has been a substantial amount of legis- 
lative interest in some form of separation. And the Board has in the 
last 2 years changed its position so as to advocate separation of sub- 
sidy from mail pay, so that the public would know what was being 
spent for what. 
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And the Board thought that it could expedite that matter by pro- 
ceeding on the basic assumption that subsidy separation is desirable, 
at least, in the domestic field. The Board has not yet focused on the 
international field, as indicated by the Senator. 

Senator Sarronstaty. But it could proceed much more wisely, sir, 
could it not, when it has in front of it the latest information and the 
newest report of this senatorial committee? 

‘Mr. Verner. I think I agree with you entirely, Senator. 

I would like to go back and indicate that we felt the work that 
the Board contemplated doing was not in any way inconsistent with 
or duplicative of the work of the committee. 

Senator Satronstatu. So that you would not object to this com- 
mittee holding up this $25,000 under all the circumstances until, we 
will say, after May 31, or until the fiscal year 1952? 

Mr. Verner. I have a little difficulty, Senator, because I would be 
attempting to speak for the Board. 

Senator Satronstaty. Speaking for yourself? 

Mr. Verner. Speaking for myself, it is pretty difficult to come in 
here and tell this committee that when Senator Johnson says the 
committee should not pass this appropriation, it should be passed. 
Because he is on top of his study in the Senate committee, and I do 
not now the extent of that study. 

Senator Jounson. If I may say one more word: I do not want to 
interrupt our friend, here, but if I may say one more word, the ap- 
propriation is $93,000, and this $25,000 is just the first payment on 
it, coming in this committee. Now, it may very well be that when 
our report comes in it will either be inadequate or unsatisfactory, or 
something, and you may want to have supplementary work done. But 
I do not think that will be the case. I think we will develop sufficient 
information so that we can do the job. 

Now, they may need more money to carry it out. I do not know. 
But at the present time, I hope that the appropriation is not agreed to. 

Senator SarronstaL,. Well, put it this way: You would not ob- 
ject, as an individual, listening to this testimony, if this committee 
dropped this $25,000 out, as a sensible and intelligent representative 
of your Board, and as a member of the Department of Commerce, 
listening to this discussion, you think the committee would be wise 
to drop it; do you not? 

Mr. arn Senator, I want to be perfectly fair about it. If the 
Senate committee study obviates the necessity for a separate study by 
the Board, obviously the answer is “Yes.” This is the first indica- 
tion that I have had that that is the fact. 

Senator Sauronstauu. Thank you. 

Senator Haypen. Are there any further questions? 

If not, we thank you. 

Mr. Verner. Thank you, Mr Chairman. 
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NaTIoNAL Propucrion AUTHORITY 


STATEMENTS OF MANLY FLEISCHMANN, ADMINISTRATOR, NA- 
TIONAL PRODUCTION AUTHORITY; CARLTON HAYWARD, DIREC- 
TOR, FIELD SERVICE; FRANCIS R. CAWLEY, DEPARTMENTAL 
BUDGET OFFICER; OSCAR H. NIELSON, BUDGET EXAMINER, 
OFFICE OF THE SECRETARY; AND PHILIP ASHER, BUDGET 
OFFICER, NATIONAL PRODUCTION AUTHORITY 


LETTER FROM SECRETARY OF COMMERCE TO SENATOR M’KELLAR 


Senator Haypen. I have a letter here addressed to Senator Mc- 
Kellar from the Secretary of Commerce, making reference to page 
33 of the House report on H. R. 3587, the third supplemental appro- 
priation bill. It relates to defense production, and reads: 


where the requirements for the expenses of defense production for the National 
Production Authority and other organization units of the Department of Com- 
merce are included with other agencies in an appropriation request for the 
President, I wish to appeal for the restoration of $3,278,000 of the reduction made 
by the House committee. 

Now, Mr. Fleischmann, are you going to testify ¢ 

Mr. Cawtey. Mr. Chairman, may we have that letter made part of 
the record ? 

Senator Haypen. Certainly. 

(The letter is as follows:) 

THE SECRETARY OF COMMERCE, 
Washington, April 11, 1951. 
Hon. KENNETH MCKELLAR, 
Chairman, Committee on Appropriations, 
United States Senate, Washington 25, D. C. 

Dear SENATOR MCKELLAR: Reference is made to page 33 of House Report 298 
of April 6, 1951, on H. R. 3587, the third supplemental appropriation bill, 1951. 

In view of the circumstances, where the requirements for the expenses of 
defense production for the National Production Authority and other organization 
units of the Department of Commerce are included with other agencies in an 
appropriation request for the President, I wish to appeal for the restoration of 
$3,278,000 of the reduction made by the House committee. 

Our total estimated requirements for fiscal year 1951 were $17,070,000. Of 
this amount $7,200,000 has already been allocated by the President. The request 
of $9,870,000 represents the additional requirements to complete the year. How- 
ever, to the extent that the House committee authorizes transfers of $699,000, 
this appeal for restoration is on the basis of total appropriated funds of 
$16,327,000. 

I also wish to point out that the action of the House committee in reducing 
the request by $3,766,000 (of which the Commerce portion, including the National 
'roduction Authority, was $1,002,000) is also involved in this appeal. The 
amount of $1,002,000 unobligated as of March 31, 1951, does not represent savings, 
but is the result of deferred commitments held back due to circumstances where 
the officials involved were apprised of the fact that some delay was anticipated 
in the appropriation of additional funds. These deferred items must be provided 
for in the fourth quarter in addition to the $9,870,000 included in the budget 
request. There is attached herewith a summary statement reflecting the reduc- 
tions and the details of the requested restoration. 

I would like to take this opportunity to present to you briefly the situation with 
respect to the activities affected by this reduction. 

On the basis of anticipated workload requirements, the National Production 
Authority must have 5,850 employees by June 30, 1951, in order to properly carry 
out their assigned responsibilities. The amount recommended by the House 
Appropriations Committee report would permit employment of only 3,734 per- 
sons. Based on the present recruitment activity, this level will be reached by 
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the middle of May. The activation of the controlled-materials plan during the 
third quarter of this calendar year urgently requires the development of adequate 
staff. The level permitted by the $6,500,000 fourth-quarter rate would effectively 
curtail the inauguration of the controlled-materials plan. It is considered 
essential that recruitment continue with the greatest dispatch in order that 
the National Production Authority will be in a position at the earliest practicable 
date to fully implement its program for the allocation of materials, components, 
and equipment. Although separately provided for in this request, it is to be 
noted that adequate provision for field offices is essential to the National Produc- 
tion Authority, particularly the small-business program as well as the con- 
trolled-materials plan, which are both administered most effectively through 
field offices convenient and accessible to the small-business man. 

The field offices of the Department of Commerce, which also serve as the field 
offices of the National Production Authority, have been located in or adjacent to 
major industrial areas in order to provide businessmen first-hand on-the-spot 
information and assistance in connection with the programs of the National 
Production Authority. As of April 6, 1951, the field offices had 789 employees on 
duty being paid from “Expenses of defense production” funds. As of that date, 
216 additional persons had been cleared to enter on duty and had been instructed 
to report for duty at the earliest possible date as the workload in the field offices 
in connection with work of the National Production Authority is increasing day 
by day. In addition, commitments had been made to 205 additional persons. 
These persons have been cleared for appointment, subject to receipt of preloy- 
alty clearance. The reduction in the allocation of funds for the operation of 
the field offices for the fourth quarter of the current fiscal year, April 1 to June 
30, 1951, will necessitate the closing of approximately 25 of the present 102 field 
offices, and a substantial reduction of personnel now on duty in the remaining 
field offices. This reduction will materially curtail the services now being ren- 
dered to local businessmen and will not permit the field offices to do an effective 
job on the program of the National Production Authority. 

The activities of the National Production Authority have resulted in sub- 
stantial increases in workload in the service units of the Office of the Secretary 
of Commerce. Only those services which, by their nature, cannot be performed 
within the National Production Authority proper or which can be performed 
more efficiently or economically in existing units of the Office of the Secretary 
are provided for in this request. The messenger and switchboard facilities 
of the Office of the Secretary were expanded to provide for increased demands 
due to National Production Authority activities, and distribution facilities 
were also enlarged to provide necessary service for the National Production 
Authority. The elimination of funds requested for these activities necessarily 
requires that to the extent that these services are not available on the cen- 
tralized basis the National Production Authority would have to further reduce 
its programs to make provision for what would necessarily be separate and 
undoubtedly more expensive facilities of their own. The services provided 
are of a type and character essential to operation. 

The elimination of the $102,400 requested for the Office of International Trade 
would result in stoppage of the requirements and claimancy work in connec- 
tion with foreign country requirements. The amount involved in this budget 
covers salaries and expenses for a total of 683 people: 54 of this number are 
employed and the remaining 9 are in process. It is not a question of trans- 
ferring regular people to the work this staff is performing. Were it not for 
the basic work being done by regular staff, the request here involved would 
have to be much larger in order to provide for the total job in the requirements 
and claimancy activities. 

The restoration of the $20.000 required by the Office of Technical Services 
is requested in order to provide necessary funds for staff to evaluate inventions 
of potential use in national defense, and also for a program designed to assist 
industry in controlling foreign access to scientific and technical information. 

The restoration of the funds required for the Industry Evaluation Board, in 
the amount of $38,100, is also requested. In my opinion, there is no program 
more important to the defense of this country than the interdepartmental indus- 
trial-security program of which the Industry Evaluation Board is an integral 
and essential part. This industrial-security program is directed especially 
toward maintaining and preserving continuity of operation of key plants and 
the various facilities upon which they depend. The industrial system of the 
United States is far too complex and too extensive for the Government to give 
security guidance supervision to all facilities contained in it. It is, therefore, 
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necessary to identify and select from among the many of those industrial 
facilities the relatively few which are of such vital importance that they, in 
effect, are limiting factors in the production of necessary military and civilian 
end production. The Industry Evaluation Board will sereen industrial facilities 
in order to make this identification and selection, The invaluable contribution 
which the Board can make is out of all proportion to the small amount of money 
needed for its support. 

Representatives of the Department will be available to discuss with your 
committee in more detail the requested restoration of funds. 

It is my hope that this matter will receive your careful and sympathetic 
consideration. 

Sincerely yours, 
CHARLES SAWYER, 
Secretary of Commerce. 


Department of Commerce, summary of adjusted fourth quarter requirements, House 
Committee allowance, and restoration requested 


| ri | Ys 
| Fourth quarterrequirements | House committee allowance | 


| | | Re- 
Third | | quested 
quarter | Total re- |'Trans-| Appro- | | restora- 
unobli- | quire- | fe sriati tion 
gated ments: |. | ene 
balance | 


Organization unit 
Re- 
quested 


| | | | | ' 
National Production Authority _|$7, 124,000) — $515, 200)$7, 639, 200! | $6, 500, 000) $6, 500, 000, $1, 139, 200 
Office of Field Service___-..-. | 2, 400, 000 452, 100) 2, 852, 100/$667, 000; 333,000) 1,000, 000) 1, 852, 100 
Office of the Secretary : 118, 000) GO, 200) SOR Op ~~ odenlsccuccen 
Office of International Trade__- 80,000; 22.400) 102,400|......._|.......... | 
Office of Transportation ad 94, 000) _...| 94,000) 32,000; 18, 000 
Office of Technical Services_-. .. 18, 000) 2, 000) eee Es ~ tebe 
Industry Evaluation Board ___- 36, 000 2, 100) 38, 100)... ...-.]..- --2r0-]--2----- 


\ 


Total, Department of Com- | | j | | 
merce ....-| 9,870,000) 1, 002, 000/10, 872.000 699, 000) 6, 851, 000) 7, 550, sar 3, 278, 000 


CONTROLLED-MATERIALS PLAN 


Mr. Cawtey. Mr. Fleischmann, Administrator of NPA, is here to 
testify on the NPA aspect of this appeal. 

Mr. Fie1scumann. Mr. Chairman, I am the Administrator of the 
National Production Authority, which is a part of the Department 
of Commerce. As you know, I testified here 2 or 3 weeks ago on 
this subject, and I won’t repeat what I went over in detail then, 
except to say this: Since I was last here, the basic decision has been 
made by Mr. Wilson and General Harrison and I and others charged 
with this responsibility to put into operation a controlled-materials 
plan similar to the CMP that was in operation during World War II. 
That is a comprehensive and far-reaching plan. 

I attempted to explain the reasons why we thought it was essential 
last time. Very briefly, they are, No. 1, that if we assume that there 
is still a risk of war, against which we are preparing, a plan like 
that takes many, many months to get operating with any efficiency 
or smoothness at all, and if you want a plan like that available 6 months 
from now, you have to start it now. So that as a step in preventive 
mobilization, it seemed to us to be essential. 

Secondly, it seemed to us to be essential to secure not only the 
military program which we all feel is indispensable, but also to 
maintain the essential industrial and civilian economy in a time of 
scarcity of basic materials. 

As you all know, we are stockpiling materials in addition to using 
them up. 
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Now the estimates on which we submitted our request for funds, 
for the balance of this fiscal year, are quite clearly estimates, and 
because this is a growing agency and must necessarily be so, we 
started last September from scratch taking over about 200 people 
from the Commerce Department, and since that time we have 
attempted to get businessmen of experience to come down here, 
and I think we have been fairly successful at that. 

Senator Haypen. My recollection is that you made it perfectly 
clear that as to the major policies which would be determined by 
Mr. Wilson and his organization, your function as far as the parts 
of that program delegated to the Department of Commerce were 
concerned, was to carry out—— 

Mr. Fie1scuMann. Yes, sir. In other words, we are the operating 
agency. Weare the workshop of this effort. 

Senator Haypen. The policy as to how it is to be done is established 
first, and then you say how it is to be carried into effect ? 

Mr. Fietscumann. Yes, sir. The size of the military program and 
all that is not decided by us. We are given those policies and those 
programs, and it is our job, through the medium of a controlled- 
materials plan, through the medium of controlled logon and allo- 
cations, just as the War Production Board did before, to carry them 
out. 

These estimates of personnel, I might add, are approximately one- 
third of what the War Production Board had when they were oper- 
ating the controlled-materials plan. We believe, even so, that the 
amount we requested will represent pretty nearly the high point that 
we will ever have to go to, lacking a shooting war, and we believe that, 
due to the experience that we all had before, this thing can be carried 
on much more inexpensively, and I believe with equal—and, I hope, 
greater—efliciency. 

Senator Haypen. How do the amounts of money allowed by the 
House compare with the estimates that were submitted to the House ? 


HOUSE ACTION 


Mr. Fixiscumann. With respect to our operation alone, first, the 
request for the balance of the year was $7,600,000, approximately, and 
we were allowed $6,500,000. 

Now, to illustrate what that would mean, we had thought in terms 
of something under 6,000 persons as being necessary to operate the 
whole operation, including the controlled-materials plan. By reason 
of the fact that the cut would be concentrated in the last part of this 
period, we would have to stop recruiting to carry out that cha at about 
Mey 12, when we would have about 3,500 people; in other words, about 
€) percent of what our estimate is ade needed for this purpose. 
}. said to you before, Mr. Chairman, and I say again: It is an estimate. 
It is the best one we could make, based on our past experience, and 
cutting that in about two as to what the War Production Board did 
the same job with. 

Senator McCarran. At the present time you are operating under 
that plan or theory, are you not? 

Mr. Fietscomann. We are just starting it, Senator. In other 
words, we announced it, I think, a week ago today. That is when 
T made the announcement. 
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We have done none of the work because the first step in the plan is 
to have industry send us in the pieces of paper on which the allocation 
is made. Those will arrive leet the middle of May or from the 
middle of May to the end of May. 

Senator McCarran. However, I notice this: that the business has 
stepped up in the respective offices of the country. 

Mr. FietscHMann. Oh, tremendously. 

Senator McCarran. Even before you formulated the plan. 

Mr. FietscuMann. Yes, sir; and we feel, actually, that, if the plan 
works successfully, as I think we have reason to believe that it will, 
some of that activity, which is a reflection of the fact that until you 
have a plan you don’t operate very efficiently—some of it may lessen. 
We hope that the plan will give better satisfaction and better service 
to business than you could give without a plan. 

Senator McCarran. I think what is happening is that the rumor 
has gone out—and I do not think it is much more than a rumor—that 
these offices are dealing with this line of business, and hence business 
is running toward these offices. 


FIELD OFFICES 


Mr. Fie1scuMann. I would like to say one word about the field 
offices, because I, from my past experience, consider them absolutely 
indispensable to the success of any operation. It took us a long time 
in the War Production Board to learn that all wisdom was not con- 
centrated in Washington. We did not start to decentralize until the 
war was halfway over. Then it progressed very rapidly and very 


successfully. 

We hope to do it immediately. We will do it by the fourth quarter 
of this year. And, while it is not my responsibility, I want to say 
that I think the cut in the field services here is just as drastic to us, 
because we are using the Commerce field forces. We do not have any 
separate NPA field forces. And we simply cannot operate without 
those field forces. We think that, as soon as we can get it set up, many 
of the decisions and a great deal of the administration ought to be 
out there and not in Washington. We do not think there is need for 
businessmen to come down here. 

Senator Hirt. What was the basis of the House reducing your 
estimate / 

Mr. FieiscHMANnN. I don’t know. There was no explanation given. 

Senator Hiri. Did not the report state some explanation ! 

Mr. Caw ey. It is shown on page 34 of the committee report. 

Mr. Fieiscumann. I might say this, Senator, though it is not an 
answer. At the time they cut us percentagewise it did not look like 
such a cut, but the fact is that it is concentrated at the end of recruit- 
ment. They left General Harrison’s agency, which has the require- 
ments for the so-called program, untouched. The result is that you 
would have a program, and the operating people would not have ‘the 
money to put it into effect. 

Senator Mayzanx. In other words, they cut out the operation costs, 

r reduced them materially. 

jae FLEISCHMANN. That is right, sir. 
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Mr. Caw.ey. Senator, I should point out that there is a statement 
here that certain practical aspects of adding people and obtaining 
space influenced the House. 

Mr. FieiscuMann. That is true. 


ACQUISITION OF OFFICE SPACE 


Senator Mayzank. How do you expect to get any space here? 

Mr. FierscumMann. In the last month, we have made very fast 
strides toward space. Reason: The new GAO building is going 
forward faster than it anticipated. We are now getting space about 
as fast as we can get the people. We have to get qualified people, 
which is another terrific task. 

Senator Maysank. What about the field offices? You said, as I 
thoroughly agree, that the more you get it out of Washington the 
better off you “will be. 

Mr. FixiscuMann. I think the people have been very cooperative in 
giving us space. As I happen to know in your case they practically 
donated space because they were so anxious to have people there who 
could answer these questions and give some service. 

Senator Maysank. Not only that, but a man can go to an office 
within a State, whereas he does not have the money to be running up 
here every month or every week or two. 

Mr. Firiscumann. And our statistics show this. I suppose it is 
contrary to the popular impression. But I believe it is either 88 or 
90 percent of the inquiries made at the field office that are answered 
to the satisfaction of the people asking them right there. And only 
10 percent either get a “no” or have to come to W ashington. 


INFORMATION PROGRAM 


Sentaor Tuyr. Mr. Fleischmann, would you break that down from 
the standpoint of what the information is that your field offices give 
to the individual small-business man that does not have a Washing- 
ton representative? If we had that, I think it would be easier to 
understand the importance of the budget requests that you have 
made. 

Mr. FieiscuMann. With respect to the field offices particularly, 
Senator ¢ 

Senator Tuyr. Yes. 

Mr. Firiscumann. In the first place, the system which we have 
set up, though it has been improved as a result of World War II 
experience, 1s an enormously complicated matter. So that every 
businessnian, no matter what his organization is, is subject to not one, 
usually, but several regulations. 

Senator Tuyr. Most businessmen want information as to what? 

Mr. FixtiscuMann. The use of materials primarily—rubber, steel, 
copper, and so forth. 

Senator Tuyr. What about being successful in a bid for a contract 

Mr. FietscuMann. Yes, sir. Now, No. 2, we have in each office a 
complete service insofar as an operation that does not itself buy can 
give, on contracting with the Government. They have lists of con- 
tracts available, how to go about it, complete information at each field 
office, on how an individual can attempt to do business with his 
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Government, including the armed services and the other agencies that 
contract. 
COORDINATION WITH MUNITIONS BOARD 


Senator Maynank. What about the Munitions Board? Are they 
working pretty closely with you? 

Mr. Fieiscrtann. Yes, sir. 

Senator Maypank. Is every Commerce office going to carry those 
orders? 

Mr. Fieiscumann. Every Commerce office, it is my hope and belief, 
will set up jointly with the military forces in an area what used to be 

ralled, I believe, a community council, on exactly this kind of thing; 
so that problems of manpower and materials and subcontracting, con- 
tracting and subcontracting, can all have a policy review on a regional 
basis. 

Senator Mayzanx. The thing I would like to know, and I think 
Senator Thye would like to know is, are these other agencies of Gov- 
ernment cooperating with you? I know the orders you have issued. 
I know what you are doing in various Commerce Department offices 
throughout the United States. 

Is the Munitions Board cooperating, and are the armed services 
and these other people giving you all cooperation? Because that is 
the only way people can find out. There might be a big Army contract, 
and there would be no armed services group around the neighborhood, 
where some contractors might be. Is that going to be in the Commerce 
offices ? 

Mr. FieiscHMann. I believe that is the answer. 

Senator Maysank. Could you find that out for me for the record ? 
Because I think that is the only way I think you can learn about it. 

(The information referred te appears on p. 748.) 


NUMBER OF EMPLOYEES IN FIELD OFFICE 


Senator Tuyr. We will just assume that in the State of Minnesota, 
in the central part of the United States, you establish an office. How 
many people would you expect would be employed in that office ? 

Mr. Frerscumann. I think we could give you the exact figures if 
you wanted them on that. , 

Senator Tuyrr. Yes; I would like that. 

Mr. Haywarp. I think there are 32, Senator. 

Senator Tuyr. Now we have volunteer committees, local bankers, 
civic organizations that have expressed a desire to cooperate within the 
civic and commerce associations of the large cities. They intend to 
have personnel that would become acquainted with the regulations 
and render assistance to the individual businessman in aiding him to 
obtain a contract. 

Now, if you have 30 people there, you are going to have these 30 
people plus the volunteers within the civic organizations, that will 
endeavor to assist the businessman to get a subcontract if he is not 
large enough to assume the full responsibility of the contract. Is that 
the type of a field service that you are proposing if the full request for 
funds is granted ? 

Mr. Fietscumann. Senator Thye, that is one important feature. 
One other important feature, that I hadn’t come to yet, is this: During 
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World War II, it was found that the operation of this whole system, 
including the controlled-materials plan, could be decentralized and 
could be operated in Minnesota just as well as it could be in Washing- 
ton after the ground rules were laid. 

So, progressively, for example, if it were found that a firm manu- 
facturing tractors, let us say, could operate at 95 percent or 110 per- 
cent of what it had operated at last year, the field offices were used 
increasingly to process their CMP applications for steel, copper, 
and aluminum. 

Now, having that experience, it has been my determination since 
I took over, to get that thing operating just as fast as we cpr 
could. And I am counting on that as one of the reasons why I think 
we can operate in Washington with about a third of the people. 


EFFECT OF CUT IN PERSONNEL 


Senator Ture. How serious would it be, if your present plans called 
for 30 men, and you were reduced to 20 men? How serious would that 
be, from the standpoint of efficiency in contacting the small-business 
men ¢ 

Mr. FietscumMann. Well, at the present time, we have not got to the 
30 men yet, so that we are always behind in everything we do in 
Washington. 

Senator Corvon. How many have you? In the place of the 30 men, 
how many do you have? 

Mr. Fieiscumann. In Washington, we have about 2,300 at the 
present time. 

Senator Cornon. He spoke about 30 men? 

Mr. Haywarp. In Minneapolis, I believe. 

Senator Tuyr. And you have sufficient funds to carry 32? 

Mr. Haywarp. No; we do not. 

Senator Ture. Then what you are going to do if this supplemental 
request here is denied will be what? 

Mr. Haywarp. We will simply have to take the equivalent number 
of people off, and we will not be able to process construction applica- 
tions, for instance. 

Senator Ture. And that will be a blanket that will cover the Nation. 
I mean, there will be a percentage reduction in the present personnel 
the Nation over in order to live within the funds made available? 

Mr. Haywarp. Plus the fact that we will have to close about 30 of 
these new offices we have opened. 

Senator Corvon. Why? 

Mr. Haywarp. We will not have the funds to operate, Senator. 

Senator Corvon. If you take a look at your own figures, I think you 
will disagree with yourself. 

Mr. Haywarp. I don’t know. I don’t see how we can, if we don’t 
get this amount of funds. 

Senator Corpon. You plan on having 8,005 on the rolls by the end 
of June. By the end of March you had 813. 

Mr. FLetscHMann. The field offices are not a part of that at all. 
These are Commerce field offices, Senator. 

Senator Corpon. Then they are not included in this appropriation ? 

Mr. FieiscHMann, No, sir. 


81646—51———-35 
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Senator Haypen. Then this appropriation will not affect it one 
way or the other, will it? 

Mr. F.ie1scuMann. There are two matters up. Senator Thye asked 
me about the field offices. 

Senator Corvon. That does not have anything to do with this appro- 
priation. 

Mr. Cawtey. Mr. Chairman, it does affect the defense production 
funds, restoration of which is bein uested here, because Defense 
Production funds not only finance t 1 NPA proper, but the field serv- 
ice and other segments of the Department of Commerce having work 
in the defense program. 

You will note on the chart attached to the Secretary’s statement 
that you have a complete break-down, Mr. Chairman, showing how 
these funds have been utilized and are proposed to be allocated in the 
Department of Commerce. 

Risulor Maypank. Well, on that chart the field services requested 
restoration of $1,852,000. Is that the figure you are referring to? 

Mr. Caw ey. That is correct, sir. 


PROGRAM OF RECRUITMENT 


Senator Maysank. What about taking any of these Government 
employees from any of these other agencies? Have you taken many 
of them ? 

Mr. Fietscumann. Mr. Cawley, I guess, would be the best man to 
answer that. 

Senator MayBank. Have you taken ee Government employees 


from the other agencies, like the Interstate Commerce Commission or 
any of those? 

Mr. Cawtey. Yes, Senator, there have been transfers of Govern- 
ment employees from other agencies. 

Senator Maygpank. I know that. I am just trying to get it for the 
record. Are you paying for them yourself? Are you paying those 
men ¢ 

Mr. Cawtry. Yes, indeed. We are putting them on our program. 

Senator Maysank. I understand. And then you are taking off 
these other Government people. I mean, they are coming off. 

Mr. Cawiey. Yes. That is part of our program of recruitment. 

Senator Maynanx. There is one thing I would like to see gotten for 
this record and if not for the record of next year. I would like to 
have you gentlemen give us for the benefit of this committee a list of 
all the Government agencies you have taken employees from, and 
the number of employees, and the amounts, so that we will know 
when dealing with these other Government agencies and we will not 
be duplicating. In other words, they will not be filling those back up 
in times of stress. 

Mr. Cawiry. When we appeared before this committee a short time 
ago, Senator Cordon asked us to supply for the committee a list of 
persons grade 14 and above, their background and experience. 

Senator Maypanx. I would like to get them all. Because every time 
you have an independent offices meeting over here for the other agencies 
of Government, you have those agencies telling us that they have 16 
people that have gone to you, or 18 people, or something of that kind; 
not grade 14, but stenographers, and so forth and so on. 





THIRD SUPPLEMENTAL APPROPRIATION BILL, 1951 545 


Mr. FixetscuMann. We can get that list to you. 

Mr. Cawtey. That will be a pretty heavy undertaking, though. 

Senator Maysank. I understand. But certainly it should be done 
before the general appropriation bill gets over here next month. 

Mr. Cawtrey. We would be glad to do that if we can supply it for 
the committee but not make it a part of the record. It may take 
2 or 3 weeks to supply it. 

Senator Maysanx. What we want it for is as to the general ap- 
propriation bill in June. For instance, Mr. Knudson was working 
with one of your agencies. He said, if I remember right, that you took 
16 people away from him. That may be the wrong figure. Anyhow, 
he told us something about that. Then there are going to be those 
people taken over there from the independent offices appropriation. 
I would like to know, so that they will not have those 16 put back 
in some other position. Because they say that they are not only 
doing your work but in some instances the work dovetails. And, as you 
suggested, you could save money in that way as against the War 
Production Board last time. That is what I am trying to get at ina 
general way. I made my statement badly, but you see what I 
mean ¢ 

PERSONNEL TRANSFERRED AND FUNDS RESERVED 


Mr. Cawtey. Yes, I understand very well. I would like to state to 
the Senator that within the Department of Commerce itself we trans- 
ferred approximately 400 people and impounded the money, $1,300,000. 
An amount of $1,300,000 was impounded by way of reserves. 

Senator Maypank. And those people are working for you and for 


the Commerce Department both. In other words, they are doing the 
National Production Act work along with the regular Commerce work 
in some instances ? 

Mr. Cawtey. That is right, and being paid with defense funds made 
available to the Department. 

Senator Haypen. Senator Williams came in, and Senator Johnson 
suggested that he could give us some information with respect to the 
report being made regarding mail subsidy. 

Would you like to make a brief statement. Senator ¢ 


Maririme Activities 


STATEMENT OF HON. JOHN J. WILLIAMS, A UNITED STATES 
SENATOR FROM THE STATE OF DELAWARE 


SALE OF SHIPS UNDER SHIP SALES ACT 


Senator Witu1aMs, I was talking to Senator Johnson and I think 
he said the question was raised here with Admiral Cochrane, of the 
Martime Commission relative to the interest of the committee in the 
sale of these ships which had taken place under the Ship Sales Act 
since the war. We had been assembling this information. We have 
it over in the office now. It is rather voluminous. We are expecting 
the committee print and it will be available sometime next week. I 
was wondering if that would be suitable for the committee. 

We have in this report here just one of the sheets to show you how 
it is broken down. ‘There are about 70 of those. They have the name 
of the ship, the type, the date constructed, the date the ship was sold, 
the total cost to the Government and the net sale price, along with the 
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name of the manufacturer or the individual or the company that 
bought this ship. 

If it is a foreign ship, we have the name of the country and it is 
broken down that way. I think we have the information you will 
need on each individual ship broken down in individual transactions. 

This is only one sheet that I have here. I was showing it to Sen- 
ator Johnson. We have this information and Admiral Cochrane has 
just brought it up to the office. We do have certain tabulations we 
want to get on this before it is sent down to the printer. We want to 
get it to the printer over the week end. It takes 3 or 4 days then. 
Right now we have only one copy. 

Senator Haypen. I think we had better let them print it up. 

Senator Wriui1AMs. Senator Johnson thought it might c better. 

Senator Haypen. Senator Johnson is here in opposition to an ap- 
propriation to the CAB for money for an investigation that they 
proposed to carry on, suggesting that no money for that purpose be 
allowed but what was allowed by the House, pending your report. 
What would be your opinion with regard to that ? 

Senator WixuiaMs. I think it might be well to wait and see what this 
report is. We do have this information. It has been assembled. 

Senator Haypen. Thank you, Senator. 

Senator Wiiuiams. If any individual member of the committee 
wants to see this in the office, we will have it there. 


FURTHER STATEMENT BY FRANCIS R. CAWLEY 
SECTION 1214 RESERVE FUNDS, COMMERCE DEPARTMENT 


Senator Corvon. Mr. Cawley just stated that certain funds hereto- 
fore appropriated to the Department had been put into a reserve. 
Would you state again the amount of that reserve ? 

Mr. Cawtey. The amount was $1,250,000 for the departmental serv- 
ices, Bureau of Foreign and Domestic Commerce, and $50,000 for the 
Field Service of the Bureau of Foreign and Domestic Commerce. 

Senator Corvon. May I inquire as to whether that is money put into 
the reserve in addition to the funds which were directed to be frozen 
in the appropraition bill representing a total? 

Mr. Cawtey. No, sir. It is part of the section 1214 reserves re- 
quired by the Congress. 


1951 BUDGET LIMITATION OR EXPENDITURES 


Senator Corpon. In the House recommendations there is a limit 
placed on the total expenditure for the fourth quarter of the Depart- 
ment of Commerce under the item of “Office of Field Service” which is 
the one that has been discussed here. 

The budget request is $2,400,000. The recommended limit is $1,- 
000,000 which is to be made up by $667,000 to be taken from the reserve 
and $333,000 of new appropriation. 

There is then, if I understand you, available in reserve funds which 
could be applied to this fourth quarter activities of the Department of 
Commerce in this national defense effort an additional amount of 
$300,000-some; is that right? Do you have this report? 

Mr. Cawtey. Yes; I have this report. 
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Senator Corpon. The absorption i is $667,000 in one item and § $32,000 
in another, making $700, 000 in all. That ‘will leave some $500,000 of 
reserve still av ailable; is that right ? 

Mr. Cawtey. Yes, of the $1,300,000. 


TRANSFER OF FUNDS FOR DEFENSE PRODUCTION ACTIVITIES 


Senator McCarran. I want to ask Mr. Cawley a question there. 
In the bill we have a proviso on page 18, that any appropriation to any 
department, agency, or bureau in the executive branch of the Govern- 
ment for salaries and expenses shall be available for the discharge of 
responsibilities in national defense assigned to such department, 
agency, or corporation by or pursuant to law, and I want to draw your 
attention to this particularly. 

Provided further, That the appropriation “Expenses of defense production” 
may be increased by transfer of not to exceed $1,834,000 of funds appropriated 
for the fiscal year 1951 to the Departments of Agriculture, Commerce, Interior, 
Labor, and the General Services Administration for the purpose of carrying out 
the duties and responsibilities assigned to these agencies under provisions of 
the Defense Act of 1950. 

I would like to have you discuss that second proviso at least. 

Mr. Cawry. Mr. Chairman, the second proviso has been given a 
restrictive interpretation by the Bureau of the Budget. The second 
proviso, as best as we can interpret it, will permit us to transfer from 
existing funds to expenses of defense production an amount of ap- 
proximately $700,000. We have shown that in our appeal here, before 
this committee. 

If we could get a broader interpretation of the first portion of that 


provision which permits us to use any funds for defense purposes, 
without the restrictitve limitation, it would be possible for us to 
finance certain of these operations without requesting reinstatements 
by this committee. 


IMPOUNDED FUNDS OF 1951 APPROPRIATION 


Senator Haypen. If you had nothing but the proviso— 
that any appropriation to any department, agency, or corporation in the execu- 
tive branch of the Government for salaries and expenses shall be available for 
the discharge of responsibilities relating to national defense. 

That would be wide open. Then you could do anything that was 
required as long as you had money available out of the impounded 
fund? 

Mr. Cawtry. Yes, sir. 

Senator Haypen. My understanding is Congress directed that $550 
million be taken away from the deferment and that actually about 
$580 million was taken away so there was $30 million slack. Out of 
that $30 million slack you could operate all of the Department. 

Mr. Cawzry. In the Department of Commerce, we have approxi- 
mately $23 million impounded, $3 million of which was cash. The 
other $20 million was contract authority which was set aside, so that 
there is approximately $3 million in the Department which might be 
applied for these purposes if it were not for this restrictive provision. 
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EFFECT OF RESTRICTIVE INTENT OF HOUSE AMENDMENT 


Senator Haypen. Then the House in adding the second proviso fixed 
it so you could only transfer about $700,000 of the $3 million? 

Mr. Cawtery. That is correct. 

Senator Haypen. This matter could be cured either by straighten- 
ing out the second proviso entirely, or by raising the limit of the 
amount of money in line 6 from $1,834,000 to a larger sum ? 

Mr. Cawtey. Yes, sir. 

Senator Corpon. And distributing it in our report. 

Senator McCarran. Would that clarify it as much as eliminating 
the third proviso? 

Mr. Cawtey. Not completely, sir. Let me say that the limitation 
of $1,834,000, of which the Department of Commerce would be en- 
titled to approximately $700,000, is a limitation on the amount by 
which expenses of defense production can be raised; but there are cer- 
tain other appropriations in the Department which could be increased 
by transfer or for direct related defense activites. 

Senator Corpon. You had better bring those to the committee. I do 
not like this idea of opening the door wide. If we are not going to go 
into this matter and put limitations on, we should vote a gross sum and 
walk away. 


PROPOSED AMENDMENT FOR UTILIZATION OF RESERVE FUNDS 


Mr. Cawtey. May I comment on Senator Cordon’s remark? 

Senator, if you would consider the NPA appeal here and if the com- 
mittee were willing, if you would increase the amount the NPA needs 
by way of direct appropriations so that it might go forward with its 
work, raise the limitation by whatever that amount is, and then recog- 
nize a little more general application of the first provision, namely, 
that appropriations other than the one entitled, “Expenses of defense 
production” may be raised. Then I think the Department could get 
through to June 30 without too much difficulty. 

Senator Haypen. What Senator Cordon would want to know would 
be your estimate of what those other expenses would be. 

Mr. Cawrey. We can provide that here. It would be approximately 
$9 800.000. 

The National Production Authority is $1,139,000. That, deducted 
from the $3,200,000, would give you approximately $2,100,000 of the 
reserve which is in addition to the $699,000 transfer recommended by 
the House which might be utilized for purposes other than direct NPA 
expenses. 

Senator Corpon. All of this is on account of defense operations? 

Mr. Cawtey. Yes. 

Senator Corvon. Then you not need to change the first proviso at all. 


AMOUNT FOR FIELD SERVICES 


Mr. Cawtry. I am including in that this $1,852,000 for field services. 
That is the biggest item there. 

Senator Corpon. That is assumed to be the additional amount that 
should be raised in addition to the regular Department of Commerce 
appropriation ? 
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Cawtey. That is correct; for the Bureau of Foreign and 
Domestic Commerce field services. 


REQUEST TO SUPPLEMENT EXISTING APPROPRIATION 


Senator Maysanxk. Do I understand you to say this $1 ,000, 000 is 
all under the Bureau of Foreign and Domestic Commerce for defense 
purposes.or for the National Production Authority; therefore it is 
not Commerce literally, but it is production, NPA ? 

Mr. Cawtey. That is correct. That in effect is an increase of an 
existing appropriation rather than in the item “Expenses of defense 
production.” 

Senator Maysanx. But in the end it is defense production ? 

Mr. Cawteyr. That is correct. 

Senator Corpon. You reduced your nondefense activities by what- 
ever amount you put in the reserve ¢ 

Mr. Cawtey. Yes. 

Senator Corvon. Now we are going to increase it by what is neces- 
sary on account of defense operations. As far as I am concerned, 
we expect you to live within your nondefense appropriation. I do 
not intend personally to give you any more. 

Mr. Caw ey. Senator, except that the impact of the defense work 
has made it necessary to add people to our staff. 

Senator Corpon. Those we are taking care of here. 

Mr. Caw ey. If the committee will do so, and that is the basis of 
this. 

Senator Corpon. We can do that in the last proviso and at the 
same time retain such control as comes from a clear definition in 
the report of how the money is to be used, Mr. Chairman. I think 
it is the sound way to do it. I know we will not get by with anything 
else with the House. 


UNOBLIGATED FUNDS RESULT OF DEFERRED COMMITMENTS 


There is only one question that is of any major consequence and 
that goes bac k to what the House termed “unobligated balances” and 
which the Sec retary’s letter says is not a real unobligated balance, and 
I want to read his language because I think it needs explanation. 


He says: 


I also wish to point out that the action of the House committee in reducing 
the request by $3,766,000 (of which the Commerce portion, including the National 
Production Authority, was $1,002,000) is also involved in this appeal. The 
amount of $1,002,000 unobligated as of March 31, 1951, does not represent sav- 
ings, but is the result of deferred commitments held back due to circumstances 
where the officials involved were apprised of the fact that some delay was antici- 
pated in the appropriation of additional funds, 

That needs explanation. If it is not necessary to make an appro- 
priation to pay back funds that came from the special $600,000,000 
authorization, or whatever the amount was, if it is not necessary to 
make an appropriation to repay that, then it is proper for this com- 
mittee to ask: What are the commitments to which the $1,002,000 
would be applied during the fourth quarter and where are they in 
the statement ? 

Mr. Caw tery. In the first place I would like to explain this appro- 

: I PI 
priation having been made to the President of the United States, has 
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been allotted to us on a quarterly basis, that is, each quarter we have to 
go to the Bureau of the Budget and obtain an allotment of funds for 
purposes of operating these activities. 

Secondly, that as we move forward to obtain this appropriation, it 
became increasingly apparent that there would not be funds suf- 
ficient to finance these activities between the time of the conclusion of 
the third quarter and the making of this appropriation. Therefore, we 
have curtailed expenditures and have applied that money to such 
things as payrolls and necessary travel. 

We have deferred, and I think this is in direct answer to your ques- 
tion, such items as approximately one hundred thousand dollars requi- 
sition on the Bureau of Census for statistical tabulations necessary in 
connection with the defense work. We have deferred such items as the 
procurement of equipment necessary to take care of persons added to 
the payroll. 

Senator Corvon. Then you have not shown those in your expenses 
for the fourth quarter ¢ 

Mr. Cawtery. No, sir. 

Senator Corpon. In your estimate here for which you ask money, do 
you intend to spend other money than that which you asked us for? 

Mr. Cawiey. We had planned to spend the unobligated balances 
in the first three quarters for the purposes I outlined, but if our funds 
had been forthcoming a little earlier, they would have been spent in the 
third quarter. 


RECAPITULATION OF SUPPLEMENTAL REQUEST 


Senator Corvon. Then, what you have here is a justification for some 


$17 million or whatever that total is, but as a matter of fact, you want 
$1,002,000 more than that ? 

Mr. Cawtey. No; but it is $1,002,000 more than the $9,870,000 ree- 
ommended by the President. 

Senator Corpon. Then I think you should justify the other $1,002,- 
000. I suspect you did not justify it before the House. 

Mr. Cawtey. The appropriation we are requesting is $17,070,000. 
That includes the deferred commitments, 

Senator Corpon. You state: 

Our total estimated requirements are $17,070,000. Of this amount, $7,200,000 
has already been allocated by the President. The request of $9,870,000 represents 
the additional requirements to complete the year. However, to the extent that 
the House Committee authorizes transfers of $699,000, this appeal for restoration 
is on the basis of a total appropriated fund of $16,327,000. 

That is the amount you want? 

Mr. Cawiery. Yes, sir. 

Senator Corpon. That $16,327,000 does or does not include the 
$1,002,000 ? 

Mr. Caw try. It does include the $1,002,000. 

Senator Corpon. If we were to make exactly the amount of appro- 
priation that you desire in money, we would take $1,002,000 off of 
$16,327.000 because you have gotten that ? 

Mr. Cawzezy. No, sir. 

On page 33 of the House report you will observe at the bottom of 
that table the House deducted unobligated balances. 
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AMOUNT OF REQUEST FOR FOURTH QUARTER OF FISCAL YEAR 


Senator Corpvon. I am not speaking of what the House did; I am 
now speaking as if we were approaching this as a completely new 
proposition. You expect to spend $17,070,000 gross in the last 
quarter ¢ 

Mr. Cawiey. No. That is the total requirement. We have re- 
ceived $7,200,000 of that already. 

Senator Corpon. For the fourth quarter you had requested 
$9,870,000 ? 

Mr. Cawtey. That is correct. 


UNOBLIGATED BALANCE 


Senator Corvon. Does that include the $1,002,000 ? 

Mr. Cawtey. No, sir. 

Mr. Asner. The $1,002,000 is included in the $7,200,000 we already 
have. The House action had the effect of picking up the unobligated 
balance of that $7,200,000. 

Senator Ertenper. You have spent it already? 

Mr. Cawtey. No, sir. 

Senator Cornon. Then you e3 oe to spend $1,002,000 more than 
you have set and we have no justification for it. 


TOTAL BUDGET REQUEST FOR EXPENDITURES 


Mr. Cawtey. The schedule shows the amount requested, the unobli- 

gated balance, and the total requirements of the fourth quarter, of 

$10,872, 100, from which we deduct the transfer of $699,000, the appro- 
priation recommended by the House of $6,851,000, leaving a net 
restoration of $3,278,000. 

Senator Corvon. Then what you mean is that where you have total 
requirements, it is really total budget request for expenditures ? 

Mr. Cawtey. Yes, sir. 

Senator Corpvon. You have gone at it backwards. Always I have 
seen a budget estimate with the total amount you expected to spend 
set down here. Then you would subtract from it any moneys you 
have on hand. 

Mr. Cawtey. That is correct. That is the normal procedure. We 
would have followed that if the moneys on hand had not been taken 
away from us. 

Senator Corvon. Where did you justify your $10,872,000 ? 

Mr. Cawiey. We would like to take up ad seriatim each one of the 
units shown on that schedule beginning with the National Production 
Authority. 


EFFECT OF HOUSE ACTION ON ELIMINATION OF UNOBLIGATED FUNDS 


Senator Corpvon. On page 4 of your original estimates you have set 
up your $9,870,000. You have taken $7,200,000 from it which you 
estimated up to 1951. 

Now, you want to take from the $7,200,000, $1,002,000, which you 
did not spend and spend this, too ? 

Mr. Cawtry. Yes, sir; because it was taken away from us by the 
House action. 
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Senator Haypen. The House action in deducting unexpended bal- 
ances did that? 

Mr. Caw ey. Yes, sir. 

Senator Corpon. You just do not have your records straight. I 
have checked the $9,870,000, the personal services, and it comes out 
$9,870,000; yet you are going to spend $1,000,000 more? 

Mr. Cawrey. That is right. But that is the document by which we 
made our presentation to the House and it was before the House action 
taking away our unobligated balances. 

Senator Corpon. In other words, you assume they would not ask you 
about an unobligated balance ? 

Mr. Cawtry. They asked us for our obligation up to that time. I 

filed supplemental information with the executive secretary of the 
House giving him the story of our unobligated balances. 
- Furthermore, this $1,002,000 was submitted to the executive secre- 
tary of the House committee in the form of a schedule so he knew 
exactly what was unobligated as of that time and is the basis on which 
we have logically concluded that they took it away from us when they 
made that reduction of $3,766,000 shown on page 33. 


JUSTIFICATION REQUESTED FOR ADDITIONAL FUNDS 


Senator Corpon. Mr. Chairman, I would like to see a breakdown 
of what they intend to spend $1,002,000 for because it is not in these 
justifications. 

Mr. Cawtey. We would like to supply that for the record. 

es Corpvon. It should have been in here so that we can under- 
stand. 

Senator Exzenver. As a matter of fact, you were given that amount 
in the $7,200,000. It was deducted from the entire appropriation. 
Is that right ? 

Mr. Cawtey. That is correct. 

Senator Extenper. As an unobligated balance, and you are asking 
for its restoration ? 

Mr. Cawtey. That is correct. 

Senator Corpon. That is a little oversimplified. 

Senator Ettenper. They had money on hand not spent and it was 
taken away from them. 

Senator Corpon. They deducted it from what they gave them, 
which was always the case in the appropriations since I have been 
here. If you have an unobligated balance, it is cash on hand, and 
you deduct it. 

Senator E.tenver. This money was given for a specific purpose. 

Mr. Cawtry. It was not given for the entire fiscal year, only for 
a fraction of it. 

Senator Corpon. The point is, it was not spent. It was not com- 
mitted at the beginning of the fourth quarter. We have nothing 
before us to indicate what you expect to spend it for. That is what 
I would like to have. 

Mr. Cawtry. The Senator is quite right. We should provide that 
for the record. I have given a general answer. We will put a 
detailed schedule in the record covering the $1,002,000. 

(The information referred to appears on p. 748.) 
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EMPLOYMENT OF PERSONNEL 


Senator Corvon. There is only one other thing. That goes to the 
matter we went into rather extensively here with Mr. Fleischmann 
in the matter of employment of personnel where we find the heaviest 
outlay of funds. I think the outline presented here is one of the best 
that has ever come to my attention as far as the break-down in per- 
sonnel is concerned. They have broken it down as to months. I 
want to inquire as to what your experience has been in reaching 
several targets? 

Mr. Fix1scuMann. I think we have approximately the figures right 
down to the present date. Mr. Cawley will correct me if I am wrong 
on the details of these. To meet the over-all target we have allotted 
ourselves 250 persons a week for employment. 

Senator Corpon. Additional people? 

Mr. FLeiscHMANN. Yes, sir. 

Mr. Asner. Last week it was 210. 


NUMBER OF EMPLOYEES IN WASHINGTON OFFICE 


Senator Corvon. How many did you actually have at the end 
of March? 

Mr. FieiscuMann. 2,057. 

Senator Corpon. You had 2,057? 

Mr. Asuer. In the departmental NPA. That does not include 
the field. 

Senator Corpvon. I do not know whether that includes the field 
group or not. What is it? 

Mr. Asner. That is thé top figure. 

That includes the field services as well on page 19. 


NUMBER OF FIELD EMPLOYEES 


Senator Corvon. How many do you have including the whole group 
at the end of March? 

Mr. Haywarp. 790 in the field. 

Mr. Asner. 2,057 in the departmental. 

Senator Corpon. You have 2,847. Your target was 3,813. What 
do you have as the last figure? I am simply trying to deter taiine the 
rate at which we can 1 reasonably expect you to come out at the end 
of the year. As far as I am concerned, I think this is the money you, 
ought to have. If me are not going to be able to reach your target, 
it would be far better that we set a reasonable target. 


RATE OF WEEKLY PERSONNEL RECRUITMENT 


Mr. Asner. This is a copy of this large chart that you see here on 
which we project for 8 weeks that we will do 250 employees a week. 
In the past 4 weeks we have actually done an average of 192. If 
you will notice at the bottom of that chart, we have commitments on 
which we have firmed up with the agency or business that the individ- 
ual is coming from an entrance on duty date of 422 additional —_ 
bi e have 1, 250 additional selections that have been made by our operat 

divisions and are in process of clearance through our personnel 
ce and the Civil Service Commission. 
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That is, in effect, our pipeline of personnel that has been selected 
and who will be processed through to appointment. I believe that 
pipeline will support our recommendation or our estimate here of 
approximately 250 a week. 

Senator Corpon. It does not include your field service? 

Mr. Asner. That is right. This is the departmental presentation. 


TOTAL NUMBER OF PERSONNEL REQUESTED 


Senator Corpvon. Then at June 30, you have 3,734. Your total 
here 8,005. 

Mr. Asner. That last column is based on the House allowance of 
the funds. It points out in the week between May 12 and 19 we would 
have to stop recruitment at 3,734. Our proposal of $7,639,000 would 
allow us on June 30 to have 5,850 employees which is what we feel 
we need. 

Senator Corvon. You feel you can get them ? 

Mr. Asuer. We must try to get them, sir. 

Senator Corvon. When you say 5,357 on June 23 and then finally on 
June 30, 5,850, the difference between that is they would not have any 
pay due except for a day or two. You have a graduation down here 
in the amounts broken down four times in each month. 

Have you taken that into consideration in your figures? 

Mr. Asner. We have calculated this weekly, based on this schedule 
of employment. For that last week, we have assumed $75 a person 
for each of those 493 people. 

Senator Corpon. The 5,850 on June 30 is instead of the 8,005? 

Mr. Asner. The 5,850 is the departmental portion of the 8,005, 
the NPA portion. Included in the 8,005 I believe is 1,840 for the field 
as of June 30. 


RECRUITMENT OF FIELD PERSONNEL 


Senator Corpvon. What is your experience in recruitment in the 
field ? 

Mr. Haywarp. As of April 16 we had 1,008 persons on the roll. 
We expect to have 1,330 on April 30. We have approximately 300 
people that could enter on duty we have held up because of the cut 
given in the House. 

Senator Corpon. Taking the present view of it, you have held back 
on employment, how much can you reduce your House figures on that 
account at this time? 

Mr. Haywarp. In the field we are going to do the job and we 
cannot reduce it any. 

Senator Corpon. I asked over-all ? 

Mr. FLetscuMANN. You are asking me if the National Production 
Authority is involved. We have not held back in employing persons 
due to the House cut because we could continue to employ at our 
schedule up until May 12. 

Senator Corpon. You are speaking of the first item ? 

Mr. Fie1iscuMann. I am speaking of this chart we have. We have 
been employing qualified people as rapidly as we could find them 
for the particular jobs that we had in mind. I thought that was the 
better way to proceed, despite the House cut because we have got to 
have people on the rolls as long as we can, to qualify them to do the 
work they have to do beginning very strenuously in the middle of June. 
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Senator Corpon. This is all under the Department of Commerce? 

Mr. Fieiscumann. Yes; both are. 

Senator Corpon. You expect one appropriation for the National 
Production Authority and then another one to the field service? 

Mr. FieiscuMan. For reasons that are obscure to me as I am a 
newcomer to Washington, they are separated. 


ALLOCATION OF EXPENSES OF DEFENSE PRODUCTION TO THE PRESIDENT 


Mr. Caw try. I believe this appropriation will be made to the item 
entitled, “Expenses of defense production to the President.” The 
Bureau of the Budget in turn will make the allocations to the various 
departments involved. We are just talking about our portion of this 
total amount here. 

Senator Corpon. On page 19 is the Department of Commerce ex- 
penses of defense production, 1951, where you show an expected 
8,005 employees, are you telling the committee that you will meet that 
target by June 30? 

Mr. FierscuMann. Yes, sir. 

Senator Corvon. We either let you have the money or you do not get 
the men. 

You will furnish the statement with reference to the $1,002,000? 

Mr. FLe1scHMann. Yes, sir. 

Senator Corpon. If we are satisfied with that, then we will be re- 
quired to make $1,002,000 more of appropriation or transfer to meet it? 

Mr. Fuxtscumann. Yes, sir. 

Senator Corvon. I think that is clear, Mr. Chairman. 

Mr. FieiscuMann. We are not taking people we do not think are 
qualified, That is the reason we are behind. 

Senator Corpon. I would like you to reflect that in your appro- 
priation. 

Mr. FietscumMann. That is what we feel we should get if we can 
find them. I am not going to make predictions, that may not come 
true. We are combing the fields for the qualified people. 

Senator Haypren. Thank you, gentlemen, very much. 


RESTORATION REQUESTED 


Mr. Cawtey. There are other offices here which if restoration is 
not provided will have to be closed out. I have reference to the 
funds utilized to date for the immediate Office of the Secretary, for 
the Industry Evaluation Board, for the Office of International Tr ade, 
for work, all of which is related to defense production. If the com- 
mittee would like to hear them, I have certain witnesses who can 
come in and take up these various offices quickly. 


OFFICE OF SECRETARY 


I would like to speak on the Office of the Secretary, if I may. When 
the NPA was organized in the Department of Commerce, we thought 
it was incumbent upon the Office of the Secretary initially to pro- 
vide the necessary accounting, mail personnel, and ‘telephone services. 
As the NPA has grown and expanded and it became apparent that 
they could justify ‘such units as their own, we have transferred them 
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to the NPA. They have become a part of that er ae but 
there still remains expenses in the immediate Office of the Secretary 
having to do with, first of all, certain administrative services. 


TELEPHONE OPERATORS 


For example, in our telephone room with 1,000 additional defense 
people in the area working off of this central switchboard and with 
telephone calls resulting from the impact of this defense work, jump- 
ing from 70,000 to 170,000 in just a few months’ time, that is, cal 
handled by the operators, we had to expand. 

The necessity for expanding that staff there to provide the service 
has made it necessary to add 15 people on the switchboard. That re- 
quirement will continue as long as certain units of the NPA are 
housed in the Department of Commerce or in the adjacent area. 


PRINTING SERVICES 


We have also in the central set-up there, provided a printing service 
for NPA. To give you an indication of the growth of the printing 
services, I would like to indicate that in September our central dupli- 
cating shop handled about 180,000 impressions resulting from the 
work of NPA. In the month of March that had jumped to 5,435,000 
impressions, which are attributable to this work. 

So we have provided approximately 23 people in our printing set-up. 


CENTRAL DISTRIBUTION 


Similarly, in our central distribution set-up the pieces of paper or 
items handled by our distribution set-up have risen from. 672,000 
for NPA in October to over 14 million in the month of March. In 
that respect we have had to provide 25 people on this money. 


AMOUNT FOR REQUESTS OF PERSONNEL AND MISCELLANEOUS OBJECTS 


Senator Corpon. Under NPA we have personnel services, $4,892,000. 
We have “other objects,” estimated up to March 31, $2,542,000; for 
the fiscal year 1951, $4,774,000. The amount necessary to compete, 
$2,232,000. 

What are those other objects, if they do not include all those things? 

Mr. Cawtey. They are equipment, special contracts, procurement 
of paper, and supplies, and so forth. 

Senator Corvon. Where are they broken down? 

Mr. Cawiry. They are in the document you are referring to, this 
exhibit, a copy of which you have, showing the total. 

Senator Corvon. That is not sufficient. Expenses, Defense Pro- 
duction, 1951, obligation by objects. Does that take all of these 
divisions again ¢ 

It is not broken down division by division, is it? 

Mr. Cawtry. The personal-services detail covers all of the funds 
requested. 

Are you referring to page 20? 

Senator Corpon. Yes. 

Mr. Cawtey. The total amount there includes everything requested 
or, in short, $17,070,000. 
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Senator Corvon. When you have printing and reproduction, it may 
be all in the Office of the Secretary ? 

Mr. Cawtery. No, sir. A great deal of that is disbursed to the 
Government Printing Office for the printing that agency provides 
for the NPA. 


INCREASED WORK IN NONDEFENSE ACTIVITIES 


Senator Corpvon. We have nothing here to indicate the increased 
work of the Department of Commerce, as such, over its nondefense 
work. Have we? 

Mr. Cawtey. Yes, sir. I have statistics here, those which I read 
you are in addition to its regular work. 

Senator Corpon. They are not in anything furnished us. 

Mr. Caw ey. I just stated them for the record. May I supply fur- 
ther information on the record ¢ 

Senator Corpon. I think so. 

Mr. Cawtey. I would appreciate that, Mr. Chairman, because we 
do want to make a case here. 

Senator Corvon. Take the office of the Secretary, for instance. You 
find the number of added persons with nothing to indicate what you 
have added them. 

Mr. Caw ery. I was taking them up item by item, if I may finish that 
on the record, and then supplement that. 

I think the committee will have ample justification then. 

Senator Corpon. You go ahead for the record. 


ADDITIONAL PERSONNEL IN SECRETARY’S OFFICE 


Mr. Caw.ey. The item I was discussing had to do with the addi- 
tion of 25 people to handle the distribution work of the NPA. The 
workload statistics on distribution, as I have indicated to you, had 
jumped from 672,000 in October to over 14,000,000 for the month of 
March. My argument is this is work in addition to the regular work 
performed by these centralized services in the office of the Sec retary 
and have required additional personnel. 

We have provided in the central office on the mail, files, and records, 
11 people. The mail volume in the central mail room over a period 
of several months has jumped from approximately 160,000 pieces per 
week up to better than half a million pieces per week. So it was neces- 
sary to put on additional people there to cope with that added work- 
load, 


BREAKDOWN OF SUPPLEMENTAL REQUEST 


Senator Haypen. If you can break that down in a tabulated form 
by the various items with respect to the various offices, it will help the 
committee. If you will give us a detailed breakdown in tabulated 
form as to just how and w hy, that will be satisfactory. 

Mr. Cawtey. We will be glad to do that. 

(The information referr ed to appears on p. 749.) 

Mr. Cawtey. I would like to state there are witnesses here from the 
Office of International Trade. The curtailment of that money in their 
Office reduces drastically their foreign requirements work which is 
serious. I think that is different from the administrative service kind 
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of increment I spoke about. When you talk of the Office of Interna- 
tional Trade, foreign requirements work, or the Industry Evaluation 
Board, you are getting into substantive programs here which will have 
to be completely reduced if these additional funds are not made. 

If it is agreeable, I would like to bring these witnesses in for a brief 
statement on the program aspects of that. I can take them right in 
order as shown on this schedule, beginning with the Office of Inter- 
national Trade. 

Senator Haypen. I am trying to save time here. We have a great 
deal of work to do. 

Mr. Cawtry. If you will permit us to ampliy the record on each 
one of these offices, we will be glad to do that. 

Senator Haypen. Thank you, gentlemen, very much. 

(The additional data appears on p. 750.) 


TELEGRAMS TO CHAIRMAN M’KELLAR 


The following telegrams relating to school construction needs were 
placed in the record by Hon. Kenneth D. McKellar, chairman of the 
committee : 

TULLAHOMA, TENN., April 20, 1951. 
Senator K. D. McKetrar, 
Washington, D. C: 


Will proposed supplemental appropriation for school construction under pub- 
lie law 815, before Senate committee be sufficient to include funds applied for 
under application project Tennessee-51-C-10. It is very urgent that Tullahoma’s 
application for school construction be given early consideration and approval 
impact from Arnold Engineering Development Center increasing school popula- 
tion rapidly relief will be needed badly for the beginning of 1951-52 school 
year. 

R. E. Lee, Superintendent, City Schools. 


HARRIMAN, TENN., April 18, 1951. 
Senator McKELLAR: 

Supplemental appropriation for Public Law 815, school construction, before 
Senate Committee, Thursday April 19. Present appropriation inadequate to 
care for school construction in defense areas.. If possible please help us with 
Senate committees. 

HARRIMAN City BoArD oF EDUCATION, 
©. H. Srrvens, Chairman, 
C. R. Biack, Superintendent of Schools. 


KINGSTON, TENN., April 18, 1951. 
Hon. KENNETH MCKELLAR, 
United States Senator, 
Senate Office Building: 


There will be consideration by Senate committee on April 19 of an additional 
appropriation of $50 million of Federal assistance for the construction of school 
facilities in areas affected by Federal activities. The appropriation will increase 
the amount provided under Public Law 815. The construction of the new 
TVA steam plant and the expansion of Oak Ridge program has caused a critical 
need for school facilities in Roane County. Please use your influence to secure 
favorable action by the committee. Thanks for help in this matter. 

RoaNE County Boarp oF EDUCATION, 
RoaNE County EDUCATION ASSOCIATION, 
By J. F. Brirrain, County Superintendent. 
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CLARKSVILLE, TENN., April 18, 1951. 
Hon. K. D. McKELrar, 
Senate Office Building, Washington, D. C.: 

Very important to Clarksville that the proposed deficiency appropriation for 
school building construction in areas feeling impact of Federal activities be 
raised to $100,000,000 if possible. Clarksville has entitlement of approximately 
$280,000 which is badly needed to complete our school-building program. Let- 
ter giving full details follows. 

WILLIAM KLEEMAN, 
Mayor, Clarksville, Tenn. 


FEDERAL SECURITY AGENCY 
Orrice or EpucaTion 


STATEMENTS OF DR. RAYMOND W. GREGORY, ASSISTANT COMMIS- 
SIONER FOR VOCATIONAL EDUCATION; DR. ERICK L. LINDMAN, 
DIRECTOR, SCHOOL ASSISTANCE IN FEDERALLY AFFECTED 
AREAS; B. ALDEN LILLYWHITE, ASSISTANT DIRECTOR, SCHOOL 
ASSISTANCE IN FEDERALLY AFFECTED AREAS; CHARLES M. 
ERISMAN, EXECUTIVE OFFICER; RUFUS E. MILES, JR.; AND M. A. 
STEPHENS, BUDGET OFFICER, FEDERAL SECURITY AGENCY 


GRANTS TO STATES, SURVEYS, AND SCHOOL CONSTRUCTION 
AMOUNT REQUESTED 


Senator Haypren. The matter for consideration at this time is a 


supplemental estimate for $50 million not considered by the House, 
which is now presented to us. 
As I understand it, Dr. Lindman is the first witness. 
Dr. LinpmMan. That is correct, sir. 
Senator Haypen. I will place the budget estimate in the record. 
(The estimate referred to is as follows :) 


FEDERAL SecuriITyY AGENCY, OFFICE oF EpUCATION 


Grants to States, surveys, and school construction, Office of Education, Federal 
Security Agency (to remain available until expended) 


Appropriation to date ic * $49, 500, 000 
Obligations to Mar. 31, 1951 * 1, 306, 600 
Expenditures to Mar. 31, 1951 * 227, 729 


226, ¢ 


1Includes $25,000,000 contract authorization, and $3,000,000 for school construction 
survey. 
2 For school construction survey. 


Request : $50,000,000 (to remain available until expended). 
PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 
Applications for school construction which have been received and approved, 
or are eligible for approval, far exceed the amount of funds presently available 
to provide urgently needed school facilities in areas affected by Federal activities, 
Additional funds are needed to authorize school construction required as a result 
of an increase in defense activities to provide for unhoused school children. 


EXPLANATION OF LANGUAGE 


The proposed appropriating language will authorize the Commissioner of 
Education to give priority to urgently needed school facilities in critical areas 
81646—51 36 
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to be designated by the President, and in other areas affected by Federal activi- 
ties. It will also authorize the use of funds presently available for the direct 
provision of school construction as provided by sections 208 and 204 of Public 


Law 815. 


Grants to States, surveys and school construction, Office of Education, Federal Security 
Agency (supplemental estimate, fiscal year 1951) 


— 
Presently Revised : 
available estimate Difference 


FUNDS AVAILABLE FOR OBLIGATION 


DIRECT OBLIGATIONS 


Appropriation or estimate _- eo $24, 500,000 | $74, 500, 000 
Contract authorization aa hs 25, 000, 000 25, 000, 000 





Total obligations.__- 





OBLIGATIONS BY ACTIVITIES 





DIRECT OBLIGATIONS 


1. Emergency school construction 
2. Sehool construction survey 


Total obligations.___._- 





OBLIGATIONS BY OBJECTS 
II Grants, subsidies, and contributions___- ber eal 49, 500, 000 99, 500,000 | +-50, 000, 000 


JUSTIFICATION OF SUPPLEMENTAL APPROPRIATION REQUEST FOR SCHOOL CONSTRUCTION 
UNDER PUBLIC LAW 815 


An additional $50,000,000 is requested for school construction authorized by 
Public Law 815 during the 1951 fiscal year to be expended as follows: 


Grants to local educational agencies for school construction, pur- 

suant to sec. 202 $39, 877, 000 
Construction of temporary school facilities, pursuant to sec. 203. 1, 2438, 000 
Construction of school facilities on Federal property, pursuant to 

sec, 204 


Total 50, 000, 000 


As of March 12, 1951, a total of 697 school districts had made application for 
Federal assistance for construction of school facilities under section 202 of 
Public Law 815. Of this number, 528 districts had submitted 915 construction 
projects requesting $182,000,000 in Federal funds and had pledged approximately 
$98,000,000 in local funds. 

Complete data are not available to show the extent of need for temporary 

acilities under section 203. The estimated requirements in two critical defense 

areas—Paducah, Ky., and Savannah River, 8S. C., are $10,000,000, of which an 
estimated $7,000,000 may be needed to provide facilities for students who will 
be in those areas next school year. 

The data available show that approximately $51,000,000 will be needed to con- 
struct school facilities on Federal property for children of military personnel 
who will be living on Federal property by the end of the 1951-52 school year. 
As of March 12, a total of 50 requests for construction of school facilities under 
section 204 had been received at an estimated cost of $23,000,000. This situation 
for each of the three sections of the act is summarized in the following table: 

Estimated Federal funds 
needed for construction 
Sec. 202, Construction by school districts $182, 000, 000 
SR, Ses: MOTE: TTT aii aS i erect ipl obadeencenblbones 7, 000, 000 
Sec. 204. Facilities on Federal property 51, 000, 000 
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In accordance with the requirements of the act, the Commissioner has set 
aside from the $46,500,000 currently available a tentative amount of $2,500,000 
to provide for temporary facilities under section 208, and $12,500,000 to provide 
school facilities for children living on Federal property under section 204. This 
leaves $31,500,000 available for allotment to local educational agencies under 
section 202. 

The extent to which the $46,500,000 available this fiscal year as allocated to 
the various sections of the act will meet the estimated requirements is shown 
below : 


een — ——— . ——— _ — a a . exes — 
} } 


Amount of | 
estimated estimated 


need that will) _- : 
| be met | need not met 
| 


t Estimated Amount of 
| require- 


ments 


| $182, 000,000 | $31, 500, 000 | $150, 500, 000 
| 7,000,000 | — 2, 500, 000 4, 500, 000 
a 51, 000, 000 1 12,500,000 | 38, 500, 000 


Total... 240, 0 000, 0, 000 ve 16, 500, 000 li "193, 500, 000 
i 


The act requires that when the estimated needs of the program exceed the 
funds available in any fiscal year, the available funds shall be allotted on the 
basis of the relative urgency of need for school facilities. The relative urgency 
of need for school facilities is determined on the following basis: 

1. The percent of the total average daily attendance in the school district made 
up of federally connected children; and 

2. The percent of children in the school district without standard school 
facilities, The latter percentage used in calculating the priority position shall 
not exceed the former percentage. 

Addition of these two percentages determines the priority position of each 
school district. The available funds are allotted to the districts with the highest 
priority rating and on down until the funds are all allotted. 

As each application for construction under section 202 was received in this 
office, it was given a preliminary review and a tentative priority rating assigned. 
It appears that from 15 to 20 percent of the school distriets submitting con- 
struction projects may not be ready to put their projects under construction this 
fiscal year because they have not voted the bonds to provide local funds as 
pledged, the sites on which the facilities are to be constructed are not yet 
acquired, or for other reasons. The table below shows by priority class the 
amount of Federal funds requested for construction projects received up to March 
12, and the estimated amount of Federal funds required for projects that it is 
believed can be put under construction this fiscal year: 
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It will be seen from the above table that the $31,500,000 available from the 
current year’s appropriation would meet the needs of all districts in the priority 
group above 100 and leave approximately $11,900,000 available for the group 
with a priority of from 80 to 100. 

The $39,877,000 recommended for section 202 in the proposed supplemental 
appropriation for this fiscal year would meet the needs of the school districts 
with a priority of 60 or above and leave approximately $8,000,000 remaining for 
the next lower priority group. 
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The extent to which it will be possible to include projects with priority indexes 
below 60 will depend upon changes which may occur in basic information when 
all field reports are received. 

Since the priority position is determined on the basis of the percentage of 
federally connected children and the percent of children without standard school 
facilities, the requested supplemental appropriation would provide funds suffi- 
cient to house almost all of the children in those districts having between 25 
and 30 percent of their children without standard school facilities. This is the 
group where the problem is the most acute. Since Public Law 815 is a 3-year 
program, school facilities in districts with less urgent needs can be provided in 
the two remaining years. 

The $2,500,000 currently available, plus the $1,243,000 proposed in this supple- 
mental request for temporary facilities under section 208 of the act, will meet 
approximately one-half of the estimated need of $7,000,000 under this section. 
As stated above, the data showing needs under this section are subject to greater 
change than for the other sections because the two major defense projects 
causing their need are just getting under way. 

The $8,880,000 of this supplemental appropriation proposed for section 204, 
together with the $12,500,000 set aside for this section from the appropriation 
available for this fiscal year, will just about meet the immediate requirements of 
the 50 requests for assistance that had been received in this office as of March 
12. It will not meet the requirements for those projects which we expect will 
be submitted during the remainder of the fiscal year. The funds set aside from 
the 1951 appropriation for this section and the amount proposed to be earmarked 
from this supplemental appropriation will make it possible to meet only the most 
urgent and immediate needs of children living on Federal property. 

In considering the information presented above, several points should be em- 
phasized. The amounts presented under section 202 are amounts requested as 
of March 12, 1951, for immediate construction. These data do not include the 
total amounts to which the school districts are entitled under the act, nor do 
they include the applications for entitlement or the construction projects received 
in this office since March 12. The data available in this office show that more 
children are being brought into defense production or military training areas 
each week as contracts for war material are being let and as additional personnel 
are added to our Armed Forces. It is expected that the need next year will 
increase substantially over the needs shown above as of March 12 because of 
continuous expansion in our defense activities. 

One further point should be emphasized. The priority indexes on which the 
classification discussed above were based were set after preliminary review of a 
majority of the applications. The priority position of any project may change 
as a result of a detailed review or of submission of additional data by the school 
districts. Thus, it should be clear that the above-stated priority data are tenta- 
tive and that the estimates indicating needs tend to understate rather than over- 
state the actual needs. 

It should be emphasized that from 90 to 95 percent of all school districts 
applying for assistance under this act are serving defense activities. The 
remainder are serving veterans’ hospitals and reclamation, flood control, and 
national park problems. Most of these school districts have been faced with 
this problem to a considerable degree since World War II. They have made 
extraordinary effort to house these children with their own funds, but have been 
unable to meet the full need. For years the children in their districts have not 
had standard school facilities. The need is critical and immediate. Failure to 
meet it will adversely affect our current defense efforts. 


APPLICATIONS RECEIVED BY SCHOOL DISTRICTS 


Senator Haypen. You may proceed with your statement, Doctor. 

Dr. Lixpman. Mr. Chairman, and members of the committee, at 
the time of our original budget request submission for the present 
fiscal year, we did not have the opportunity to receive from the schools 
throughout the United States applications under the new law enacted 
by the last Congress. Subsequent to that time, we have received 
fairly complete information from the schools throughout the Nation 
as to their entitlement under Public Law 815 and the number of 
projects which they are in position to proceed with at this time. 
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On the basis of that additional information, we have discussed the 
matter with the Budget Bureau and have developed this supplemental 
request. The general situation is this: We have before us 697 school 
districts which have submitted applications. 

Senator Haypen. Did the Budget Bureau allow you what you re- 
quested ? 


AMOUNT ALLOWED BY BUDGET BUREAU 


Dr. LinpMan. No. Our request was for $100,000,000. Fifty mil- 
lion dollars was allowed by the Budget Bureau. 

Senator Haypen. You are here justifying that / 

Dr. LinpMan. That is correct. 

These applications before us have been considered and we found 
the school districts which had submitted the applications had a basic 
entitlement under the terms of the act of $322 million. 

Senator Mayrnank. Under the basic requirements of the act, that 
means schools that did not have enough classrooms to take care of 
the children; is that right? As far as construction is concerned ¢ 

Dr. LinpMan. It means schools which have been overburdened as 
the result of Federal activities. The construction need provided under 
this act is limited to school districts which have a large increase in 
school enrollment due to activities of the Federal Government. 

Senator Maypank. You have to so certify ? 

Dr. Linpman. That is correct. That information must be care- 
fully verified in terms of the act. 

Senator Mayspank. That you have done? 

Dr. LinpMan. Yes. 


NEED FOR ADDITIONAL SCHOOL FACILITIES 


Senator Maypank. The reason I want this for the record is that this 
matter concerns me, and Senator Cordon can understand that which 
concerned him some time ago, and we are going to be faced with a 
situation in Savannah, Paducah, and some of those cities, that they 
could not certify in—Augusta or Aiken—all these shortages of class- 
rooms in proportion to what there will be when they get the 20,000 
construction workers there in July or August and the children will be 
in there in September. 1 understand the situation as you gentlemen 
have so ably stated it to my school superintendent and the superin- 
tendent from Aiken County and from Richmond County, Ga., who 
‘ame tosee me. I told them what you said was right. 

I am familiar with the facilities bill passed in ‘the Senate the other 
day in which there is left to the existing agencies of the Government, 
such as yourselves, all authority and all power to go ahead without 
duplicating agencies. What can you suggest to take care of the 
thousands and thousands of children who will want to get to school 
in September in Paducah, Augusta, Aiken, and those other cities, 
because you cannot put a school in there at the last minute? Many 
of the people from Georgia and the Carolinas and so many people 
from Kentucky have talked to me about it in connection with the 
facilities bill. 

Dr. LinpMan. We expect to be able to proceed rather promptly in 
providing some facilities in the Paducah area. In the Savannah 
River area, the present statutory authority is such that the situation 
is more difficult because the increase in enrollment has not yet occurred. 
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INFLUX OF WORKERS AGGRAVATES PROBLEM 


Senator Maysan«. But it will be-there. They are going to have 
35,000 workers there. They have about 10,000 there already. The 
children will be there next September. What can we do? 

Dr. Linpman. Acting under existing legislation we had this general 
approach in mind: If these funds are a. he poy now, a certain 
proportion of them will be reserved for critical areas. 

Senator Maysanxk. You construe this as a critical area? 


APPLICATION MUST STATE ESTIMATED SCHOOL ATTENDANCE 


Dr. LinpmMan. That is correct. Then we will arrange to have the 
applications and all the materials organized and before us on July 1, 
at which time the school districts in this area may legally submit an 
application, including the estimated school attendance for the ensuing 
school year. 

Senator Maysank. That estimated attendance would be satisfactory 
to the existing law and to the way in which you have to carry it out? 

Dr. LinpMan. The existing law permits the estimation of the at- 
tendance within the school year in which the application is submitted. 

Senator Maypank. It is going to be so much greater than you would 
have anticipated a few months ago. 

Dr. LinpMan. On July 1, we will have an estimate from that area 
as to the number of additional children they expect and will reserve 
some funds to approach their problem immediately after July 1. 

Senator MaysBank. If you i. not start something on the classroom 


situation in July or August, the children will be there in September 


and there will be no place for them to go to school. 

Why does Paducah have certain advantages, if I may use that word? 
Is there anything we need to do there? 

Dr. LinpmMan. The chief difference between the two areas is the 
influx is already occurring in the Paducah area. It is still in the 
forecast. stage in-the Savannah River area. 

Mr. Littywuire. I talked with the people in the two areas. 
Paducah has 1,000 children there. You can get entitlements and go 
ahead based on that. When your county superintendent from Aiken 
County came up, they did not have more than 200 children. So they 
did not feel there was enough entitlement to go ahead until July 1. 

Senator Maypank. I appreciate the conference you had with those 
people. I hope when you get this settled that you will let them know 
my interest in it and also what we can possibly work out. They are 
not going to move into Savannah River until July, August, and Sep- 
tember. They will be moving there by the thousands. Unless some- 
thing can be done about classrooms or space, I do not know what is 
going tohappen. As I said, the superintendent of education was here 
last week. He came to me after he saw you gentlemen. I told him you 
gentlemen told me the law and exactly the way I understood the law 
when we passed it. 

You believe that you could estimate 5,000 and that would be satis- 
factorily ? 

Mr. Littywutre. We had a man from South Carolina who went 
down, on our payroll, to help work out the best he could. That was 
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the report. The figures on the housing, when it is scheduled, whether 
there will be a firm situation was considered. It is not too much trou- 
ble on the basis of the housing to be built and the anticipated trailers 
to have a firm figure on the estimate of the number of children. 

Senator Maypank. That would be agreeable to start some construc- 
tion work there after July so they will have some classrooms there in 
September and October ¢ 

Mr. Littywuire. That is correct. 


ALLOCATION OF BUDGET BUREAU CUT 


Senator ELLenper. When you made a request to the Budget Bureau 
for $100,000,000, I presume your surveys showed the need for that 
amount. Since they cut it 50 percent, how do you proceed in allocat- 
ing that amount? It goes without saying you do not have enough. 
What process have you evolved in allocating this 50 percent cut that 
has been made in your requirement ¢ 

Dr. Linpman. The law requires if there is not sufficient funds to 
meet all of the obligations of the Government under this law, that 
those school systems which have the greatest relative urgency of need 
sould receive their school buldings first. 

In order to make such determinations, we have developed a rela- 
tively simply formula. Those school systems which have the greatest 
percentage of children, for whom this act recognizes a partial finan- 
cial responsibility, and those school systems which have the greatest 
percentage of children without housing, would receive their school 
construction first. 

Senator Eittenper. Do you base that entirely on the influx of new 
children or on past performance; that is, areas where there has been 
a shortage of facilities for quite some time ? 

Dr. LinpMan. It includes past performance. It includes all in- 
creases which the Federal Government accepts the responsibility for 
under the terms of the act subsequent to 1939. It includes children 
residing on Federal property and children whose parents are employed 
on Federal tax-exempt property and children who moved into a com- 
munity as a result of a defense activity. 

Senator Eitenver. I hope you will exercise care in the distribution 
of this money so as not to bring about a situation where the Federal 
Government will carry a load that the State should have carried 
before these defense funds became available. I know that in a lot 
of areas they are short of facilities for their normal population of 
school children there. 

Mr. Littywurirte. In the simple formula we set up, we thought we 
had made that protection because the percentage of children in the 
district who are recognized under the law as a Federal responsi- 
bility, the percent of the children in the districts who did not have 
standard school facilities but can exceed those for whom the Federal 
Government accepts responsibility. We thought that was restricting 
this priority determination to those children and not picking up 
children that were not housed that had no connection with this 
Federal act. 

Senator ELLENpER. Are you permitted under the act to allocate a 
certain amount to each place? 

Dr. LinpMan. That law makes no provision for proration of funds. 
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Senator Evtenper. Are you going to do it that way? 

Dr. LriypmMan. We have to take the projects as submitted and act 
upon individual projects. 

Senator Ettenper. Without allocating a portion to each State or 
locality ? 

Dr. Lrypman. That is right. We do insist that no project can be 
financed from Federal funds under this act if it goes beyond the 
minimum school requirements of the school district at this time. 
So every project approved will be limited to the minimum require- 
ments of the community making the application. 


PERMANENT FACILITIES CONSTRUCTED 


Senator Exrenver. Are those facilities to be built on a permanent 
basis or a temporary basis ? 

Dr. LinpmMan. They will be built on a permanent basis generally. 
There are a few areas where temporary facilities will be built. They 
are relatively small, however, in number. 

Senator Corpon. Are you going to build them on the scale of 
grandeur of Federal buildings, or on the basis of comparisons to 
other school facilities in the areas in question ? 

Dr. LinpmMan. The amount of funds allowed is based on the actual 
cost per pupil of school construction in the State during the pre- 
ceding school year. 


COST PER PUPIL 


The planning of the building is done by local school authorities 
in cooperation with the State school authorities so, in general, plans 
will follow the pattern of school construction in the area. 

Senator Hiiu. As it works out, does not our contribution vary 
quite a bit as among the several States? 

Dr. Linpman. That is correct. The cost per pupil varies from 
around $1,000 in some of the Southern States up to as high as $1,800 
per pupil in the State of New York. 

Senator Corpon. That is construction ? 

Dr. LixpmMan. That is based upon the cost. 

_ Senator Hiix. According to figures I have here, and let us take 
Oregon, because our distinguished friend is here with us—July: 
$1,150 per pupil for construction of the building of a classroom. 

Dr. Linpman. That sounds about right. 

Senator Hitz. You mentioned New York, so New York would be 
$1,810. In other words, it would be $700 more per pupil. 

Senator Corpon. It is all right with me if the Government is fur- 
nishing money to build for these children the equivalent of what the 
State furnishes for its own children. I have no complaint about that. 


DISCUSSION ON VARIATION IN COST PER PUPIL IN VARIOUS STATES 


Senator Huu. Is that the rule you are using? 

Dr. LinpmMan. The law is very specific on that. It says we must 
determine the average cost per pupil of constructing school facilities 
in each of the States and apply that average cost as a basic rate in the 
determination of the allocations under this act. 

Senator Hii. During the past year? 
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Dr. LinpMan. That is right. 

Senator Hix. I will mention Louisiana. That would be $1,000. 
South Carolina would be $1,070. Alabama would be $1,070. Idaho 
would be $1,020. Arizona would be $1,140. There is quite a variance 
there, all the way from $900 up to $1,800, almost 2 to 1. 

I sat in on this law. I had grave doubts about some of the provi- 

sions of this law, as these two gentlemen can well testify. 

The fact that there would be such a great variance interested me. 
I realize you get into a State like New Y York and you will have a dif- 
ference. They would build a school building that you would not build 
in a small town in Oregon, or Alabama, or the rich copper State— 
Arizona. 

Senator MayBank. We do the same thing with housing. We had to 
insert special housing legislation. 

Senator Etzenper. The point is that even though they spend $1,800 
in New York and only $1,000 in Alabama, they only take care of one 
student in each State. 

Senator Hii. That is the point. This is based on a per-pupil basis 
in Oregon, Louisiana, or Alabama. 

Senator Corvon. The Government responds by the use of the State’s 
own yardstick. I cannot find any basis for complaint there. My 
State does not furnish any better than $1,100 per pupil accommoda- 
tions to its citizens and I do not know why the Government should 
furnish any more. 

Senator Maypank. I am not going to differ with you, Senator. We 
are here to legislate nationally. There are more children in the rural 
— in some of the Western and Southern States per family than in 
New York. 

” Beanie Etitenver. You would get that much more money. 

Senator Hii. You have a request for how many millions? 

Senator Maysank. It is 50 million. 

Senator Hiri. Up to date what are your applications? 


TOTAL COST OF APPLICATIONS 


Mr. Lituywurre. The applications in our office, counting the chil- 
dren and multiplying them by this rate we are talking about, the figure 
is $322 million. 

Senator Hit. Then, by the time school opens in September, do you 
know how many you are going to have? 

For instance, in South Carolina and in Paducah we have projects. 
By the time you come in here for a supplemental in September, it will 
be half a billion dollars for se ‘hool construction. Will it not? 

Mr. Lattywuire. There is increased cape activity and increased 
children connected with it going to these area 

Senator Hux. It will be about one-half billion dollars by Septem- 
ber; willitnot? Iam not trying to make you commit yourself exactly. 
It may be a little more. I am not trying to put a ceiling on you. 
This is on construction. 

We have maintenance and operations funds. 

Senator Corpon. I wanted to make an inquiry about that. Under 
the provision of the law there is a contribution to the operation or to 
the teaching itself. I admit dismal ignorance of the law’s specific 
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provisions. Does the law provide for any subsequent examination 
into the status of the several areas with respect to annual or con- 
tinuing contributions ¢ 

Dr. LinpMan. Under Public Law 874, which provides aid for cur- 
rent expenses, the aid is computed annually and it is based upon the 
number of children they have again in these various categories. 

Senator Corpon. That would be irrespective of the extent to which 
the school district may have improved its own ability to take care of 
its own obligations ? 

Dr. Lixpman. Not entirely. One part of the act counts the chil- 
dren who reside on Federal property and multiples the number by a 
certain rate per child. That payment is a kind of payment of taxes. 
The tax-exempt property is there, so a payment per child is author- 
ized. The payment does not depend upon the poverty or wealth of 
the school district. It is a type of payment in lieu of taxes—here is 
the Government which owns some property which is tax-exempt. So 
the payment is authorized with that basic philosophy in mind. 

Senator Corpon. In the State of Oregon, 52 percent of the area is 
owned by the Government. 

Dr. Liypman. The other aspect of the current-expense law provides 
aid where there has been a sudden influx of people because of the 
defense activity in which there is no tax-exempt property involved. 
In that case, the aid does decline over a period of years with the idea of 
being ultimately eliminated. 

Mr. Litywutre. Also, you do not make a payment in that category 
if the school district is financially able to educate its children. 

Senator Corpon. This law in that respect substantially follows the 
practice that was adopted under certain terms of the Lanham Act 
heretofore. 

Senator Huu. Except this, Senator, that, in regard to that second 
provision to which these gentlemen just alluded, that is, where you 
have children in a school district that are not living on Government 
property which is exempt or where you do not have Government own- 
ership of property which means property taken out from under the 
taxing power of your local school district, this category of those other 
children is not in one of those other two categories like the latter. 

Dr. LinpMan. Except there is an automatic reduction in the law 
which provides for 25 percent less each year for the 4-year period. 

Senator Corvon. That is a period for readjustment in the local 
financial picture? 

Dr. LanpMan. That is correct. 

Mr. Littywuire. Then you do not make a payment if there has not 
been a substantial and continuing financial burden. The same pro- 
visionvision applies to that same category of children under the Son- 
struction Act, Public Law 815. 

Senator Hii. Let me ask this question, because we are going to 
consider the whole thing in a short time when the regular appropria- 
tion bill will be up here. 

You say you have applications now for $322 million. I have pre- 
dicted that will be one-half a billion dollars by September. ow 
many applications have you for maintenance and operation ? 
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AMOUNT FOR MAINTENANCE AND OPERATIONS 


Dr. LinpmMan. The maintenance and operations funds are in this 
condition : We have approved 504 applications calling for $13,952,000. 
We have estimated entitlements on applications that are in the office 
but have not been carefully reviewed yet of another $13,900,000, mak- 
ing a total of $27,900,000 currently required. 

Ve are expecting about 100 additional applications which will 
bring the total up to $30 million for this year plus the fact that we 
expect some of the communities will find an increase in the number of 
these children as they move along. This will lead to some increase 
in those applications we have already approved over the original esti- 
mate. So we estimate the total requirements to carry the law this 
year to be around $32 million. 

Senator Hitz. Which will be in addition to the $5 million? 

Mr. Lantywurre. It is in addition to the $5 million appropriated to 
the other Federal agencies. 

Senator Hirt. What would be the over-all on the maintenance and 
operation ? 

Dr. Linpman. It would be approximately $5 million in addition to 
the $32 million. 

Senator Hix. Then that would be $37 million in addition to the con- 
struction; is that right ? 

Dr. LinpMan. That is correct. Those figures were not in our 1952 
request because we did not have the information at the time that re- 
quest was prepared. That is our latest summary of the picture with 
respect to current expenses. 

Senator Haypen. This is a matter that will be brought before the 
regular appropriations hearings. 

Senator Huw. Yes. 

Senator Corvon. About this fiscal year on the construction program, 
how much do you expect to spend ? 

Dr. LinpMan. We expect to allocate all the money we have plus any 
additional amount which is approved at this time. We are in this 
position, with respect to construction : that a school district is generally 
not even in position to employ its architect for final plans until it has 
a firm commitment from the Government with respect to assistance 
under this program. We cannot make a firm commitment unless the 
appropriations are there for the entire project. 


ESTIMATED EXPENDITURES FOR FISCAL 1951 


Senator Corpon. I understand that. The question was: How much 
do you expect to spend? 

Dr. LinpMan. You mean allocate ? 

Senator Corpon. No; spend. 

Dr. LinpmMan. We think we will pay out approximately $20 million 
before the close of this fiscal year, but we will have obligated this 
entire amount. 

Senator Corpon. You have to have it before you obligate it. I un- 
derstand the House does not like the idea of contract. authority, so 
you have got to have the money on hand. 
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NUMBER OF COMMUNITIES INVOLVED 


Senator Maypank. Did you gentlemen have a list of these communi- 
ties in the House hearings? I am talking about the regular bill you 
spoke of. 

Dr. Linpman. We did not have a list at that time. 

Senator Maypanxk. Have you got one now? You said there were 
some 600 communities. 

Dr. LinpMan. There are 697. 

Senator Maynank. I do not mean to have you recite them. Is that 
before the House Appropriations Subcommittee or the Committee on 
Labor and Education ? 

Dr. Linpman. That information was not requested by the House 
committee, although it was given to the Senate committee. 

Senator Maysanx. I would like to have that again if it is agreeable. 


ALLOCATION MADE ON CERTIFIED STATEMENTS BY SCHOOL OFFICIALS 
. 


Senator Corpon. Do you have any verified statement from school 
authorities on which to proceed? Just what is the nature of the 
evidence which you have and upon which you base your allocation ? 

Dr. LinpMAN. Fundamentally, it is necessary to determine whether 
or not certain properties are federally owned in the school district. 

The applicant submits and identifies the properties and indicates 
the number of children residing on that property, or the number of 
children whose parents are employ ed on that property. 

Senator Corvon. Is that in the form of a sworn statement ? 

Dr. LinpMAN. Yes. 

Senator Corpon. Is it made by school officials, or by what officials? 

Dr. Lixpman. It is made by school officials. It is verified by the 
State school authorities. Then we follow the practice here on cheek- 
ing what the Federal agency involved concerning the ownership, the 
taxes paid, and the status of the property listed. 

Senator Corvon. Do you make any additional investigation in any 
instance as to the truth of the representations, or do you accept them 
on the basis of a sworn statement from the applicant ? 

Dr. Linpman. We have internal checks which we make, Senator. 
The report of the school attendance in 1939 is checked by the State 
official records as against the present school attendance. Checks of 
that kind are made. We do not have sufficient people on our staff to 
go into every community involved and make an on-the-spot check. 
1 hey are required to keep card records of the children involved. 


BASIS OF CONSTRUCTION ALLOCATIONS 


Senator Corvon. With respect to construction, do you make allo- 
cations based on estimates, and if so, are your payments thereafter 
predicated on actual costs? 

Dr. Linpman. The school district is required to submit a proposed 
project with an estimated cost. That estimated cost is reviewed by a 
community facility engineer to determine whether or not it is a 

realistic estimate, and then when the payments are made they will be 
made as work progresses, and the payment will not exceed, of course, 
the actual cost of the construction project when it is completed, nor 
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would it exceed the entitlements under the act. There are two ceilings 
involved here. 


DISCREPANCY BETWEEN FEDERAL AND LOCAL CONTRIBUTIONS 


Senator Exvienper. I notice here in a summary of information 
regarding applications for assistance for construction of school facili- 
ties under Public Law 815 there seems to be quite a discrepancy 
between the Federal funds furnished and the local funds furnished. 
You can take as an example Alabama. 

Senator Hr. What page is the Senator reading from? 

Senator ELtenpver. This is in a document that was given to me by 
Mr. Stephens. Alabama, for instance, in the proposed financing, 
would put up $1,800,000-plus as against $8,380,000 for Federal funds. 
If you drop down to Kansas here it shows that it is about evenly 
divided, that is, Federal funds of $4,758,000 and local funds of 
$4,858,000. 

Ww hy the discrepancy ? 

Dr. LinpMan. There is no specific requirement in the act as to any 
particular matching ratio of funds. The school system sets up its 
own project, and in some instances it may be entirely federally 
financed. 

Senator Exitenper. How do you determine that? For instance, 
in Louisiana the applications total almost $3,000,000, the amount 
of Federal funds would be $1,664,000, and the local funds would be 
$1,277,000. 


NUMBER OF CHILDREN OF FEDERAL WORKERS AFFECTS LOCAL 
CONTRIBUTION 


Dr. Linpman. Generally it works out this way, sir: If there is a 
school building and the entire need for that building is to serve a mili- 
tary base, all ‘of the children involved are counted under the terms 
of the act, and in all probability the application would set forth 
virtually 100 percent Federal contribution for such a building. In 
other cases, the number or proportion of federally connected chil- 
dren is relatively small, and the school district has its own building 
program, and it simply merges the Federal funds with its own 
building program, and in those cases the Federal funds would appear 
to be relatively small. 

The over-all concept here is that there is a certain amount of Fed- 
eral money which is payable to this school district in terms of the 
formula or obligation under the act and these funds supplement and 
fit into the regular school-building program much as they would if 
they were contributions from any taxpayer. 

Senator Exienper. But who determines this amount? Arkansas, 
for instance, proposes to build $6,000,000 of which the Government 
will furnish $5,100,000 and the local government only $888,000. 

Mr. Litywurre. The local school districts determine how much 
they put into it. 

Senator Evrenper. The first thing you know the Federal Govern- 
ment is going to be ¢ carrying the whole load ? 

Senator Maypanx. I don’t understand the wide difference between 
the States. You have, comparing South Carolina against Arkansas, 
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$425,000 for South Carolina and $5,000,000 for Arkansas. A State 
like Iowa has $759,000, and Massachusetts only $32,000. 

Senator Extenper. Take the case of Minnesota: There the Fed- 
eral Government puts up $229,000, and the State puts up $1,896,000 
of a total of $2,126,000. 

Senator Mayrpanx. Look at Massachusetts where the Federal Gov- 
ernment puts up $32,000, and the State puts up $2,000,000. 

Senator Hriz. What is the explanation on that ? 

Senator Exrtenver. I would like to know the explanation on that. 
I do not quite understand what you have just stated. 

Senator Corvon. It is fairly clear. It is a matter of the percentage 
of children in the area for whom under this act the Government is 
liable for education as against the percentage of children for whom 
the State is liable. 

Dr. LinpMan. That is essentially correct. 

Senator Hitz. That is the basis. 

Dr. LinpMan. There are some school buildings where the whole 
need of that school building is due to the expansion of a military 
base. 

Senator Hirx. You get more for your child residing on a military 
base than you do where they are not residing on a military base. 

Dr. LinpMAN. That is right. 


LOCAL CONSTRUCTION BASED ON EXPENDED FUNDS 


Mr. Littyrwurre. One other factor is that some of the school dis- 
tricts have been constructing schools over a period of years since this 
impact occurred. They don’t have any more money to put into con- 
struction of projects. They have been spending money all along. Some 
of them have not spent too much of their own local funds. 

Dr. LinpmMan. That is the major factor that enters into it. If 
they have already spent a large amount of money trying to catch up 
with the school building needs and they find this additional impact to 
take care of, the project set forth would be largely financed from 
Federal funds. 

Senator Maysanx. I understand that, but I cannot understand why 
a State like South Carolina should have the whole thing amounting 
to only $711,000, a State of more than 2,000,000 people. There are 
our good friends in South Dakota, I think with one or two Congress- 
men, with $805,000. 

I just cannot figure that out. 

Senator Corpon. Then there is, according to the views of the 
agency, a vast field of discretion with respect to the matter of matching. 

Dr. LinpMan. The discretion, sir, is reduced to this extent: The 
amount of moneys which a school district can receive under this act 
is limited to this formula very precisely spelled out in the law. Now, 
when it comes to applying that money to certain projects the matter is 
pretty much up to the locality as to how it wishes to proceed with its 
construction program. It may be building one building with entirely 
local funds, and it may be building another building entirely from 
Federal funds, or it might have the two buildings merged and have 
50-50 contribution to each. 

So there is no real basis for expecting a uniform matching per- 
centage in a program approached on this basis where the Federal 
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Government seeks to establish the formula obligation and the commun- 
ity attempts to work that into a going school construction program. 

Senator MaysBank. I see that Wisconsin does not have anything. 

Mr. Littywuite. To answer the Senator’s question in respect to 
South Carolina, there are five school districts that submitted applica- 
tions for entitlement. They are entitled to $4,200,000 according to 
this table. There are only five construction projects that are in here 
now. And all they have requested for the construction of those pro- 
jects from Federal funds is $425,000. That is the construction that 
is in and ready to go and all they have asked for at this time. 

Senator Hiiu. But they could ask for, if they were prepared to carry 
their part of the load, $4,246,344. 

Senator Mayspank. Even with that it would not be fair in com- 
parison with other States that I see here. 

Senator Hitt. But here is the point about it, Senator, if I may 
say so: You cannot think of this thing in terms entirely of States. 
You have got to think of it from the standpoint that some States 
have so many more Government projects than other States. 

Mr. Littywurre. That is right. 

Senator Haypen. Time is moving along here. 


AMOUNT REQUESTED 


Senator Hix. Let me ask one cther question here, and that is 
this: You have proposed here $50,000,000, and that would give you 
about $96,000,000 to meet the $182,000,000, is that right? 

Mr. Littywuire. That is correct. 

Senator Hitt. In other words then you would have half the funds 
that are necessary if you were going to meet all the applications; 
is that right? 

Dr. LanpMaNn. That is entirely correct, Senator, because in addi- 
tion to the contributions from local school districts there is also the 
problem of the construction of schools on military bases, also, that 
must come from the same appropriation. 

Senator Hiti. That has to come out of that $96,000,000? 

Dr. LinpMan. That is correct. 

Senator Hitt. What else is there besides that ? 


CONSTRUCTION OF TEMPORARY SCHOOL BUILDINGS ON MILITARY PROPERTY 


Dr. LrypMan. And the temporary school buildings. 

Senator Hii. Where you have to step in and do the job yourself? 

Dr. LinpMan. Yes. 

Senator Hitt. How much do you have of that altogether, roughly 
speaking ? 

Dr. LinpMan. The total estimated need for military construction 
is around $51,000,000 at this time—that is construction on military 
property or on other Federal Government property. 

Senator Hixx. In other words, if you went in to do the whole job 
on military property it would take your whole $50,000,000 you are 
now asking for? 

Dr. LinpMan. That is correct. 
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REQUESTED AMENDMENT 


Senator Hix, Let me ask you this question: I notice you seek 
legislation in addition to appropriations, do you not ? 

Dr. Lrxpman. Yes, sir. 

Senator Hitt, And what is the reason for asking that the commit- 
tee pass legislation changing the existing law ? 

Dr. LinpMay. W ell, there are two things i in it essentially, in the 
proposed new language: One item has to has to do with the avail- 

ability of these funds for the construction on Federal property. The 
basic legislation contemplates that this appropriation ond take care 
of school- building needs on military bases and in communities serving 
Federal installations. However, the appropriation language reads 
“for grants to school districts.” The question was raised as to ‘whether 

or not that language would permit the carrying out of the full intent 
of the basic law. 

Senator Corvon. Where is your language ? 

Senator Hizx, You are talking of this language here, the last pro- 
viso? 

Dr. LinpMan. Yes, sir. 

Senator Hitt. You refer to where it reads: 
Provided further, That in determining relative urgency of need for purposes of 
prescribing, under section 206 (d) of such Act, the order in which certifications 
for payments from this appropriation shall be made, the Commissioner shall 
give special consideration to the extent to which the school facilities are needed 
in the interests of national defense in other than said critical areas. 


Is that it? 
Dr, LinpMan. Senator, no. The part I had in mind deals with the 


broadening of the language to include construction under sections 203 
and 204 of the act. 

Our present appropriation language reads in terms of grants to 
school districts, and in the case of construction on Federal property 
it is not a grant to a local school district, it is a Federal construction 
job in which the school building is built by the Federal Government 
and then later turned over to the local school district to operate. 

Senator Hatz. And the title remains in the Federal Government ? 

Dr. Linpman. At least for the time being, sir. 

Senator Hix. It is on Federal land; is it not? 

Dr. LinpMan. We are hopeful that some of it can be so located that 
the land itself might be deeded over in the future. 


PRESENT LAW PREVENTS USE OF FUNDS FOR MILITARY CONSTRUCTION 


Senator Hii. But at the present anyway the title itself is in the 
Federal Government ? 

Dr. LrypMan. That is right. And the present language does not 
permit the utilization of funds for construction, on military bases. 
This one change in this language then is to make that possible so that 
all phases of the basic legislation ‘an be financed from the appropria- 
tion. 

The second part is the part you have referred to tending to channel 
this money into the defense areas. You will note that there it refers to 
critical areas determined by the President. It is contemplated that 
an interagency group will determine some of these major critical areas 





PHIRD SUPPLEMENTAL APPROPRIATION BILL, 1951 575 


such as the Savannah River and Paducah area, and certain other ones 
where the situation is extremely critical, and that a certain proportion 
of the school-construction funds will be reserved for those areas. 

Then it is also proposed that in determining the order of priority 
for other projects, consideration be given to the extent to which these 
facilities are needed in the interest of national defense. 

Senator Hitu. But the whole thing goes on national defense, log- 
ically; does it not? 

Dr. Linpman. Practically 90 percent of this construction is directly 
related to it. 


LANGUAGE DISTINCTION BETWEEN DEFENSE AND CRITICAL AREAS 


Senator Hi, What challenged me about the language was you 
make the distinction between interest of national defense and ‘the 
interest of critical areas. 

Dr. LinpMAN. Well, there are certain areas in which critical short- 
ages of housing, hospitals, sewers, schools, and other facilities exist, 
such as the Savannah River, and those would-be determined under a 
plan under the direction of the President to be “critical areas.” It 
is assumed they would be limited to relatively few areas which are 
critical in respect to many things. 

Then there are the smaller areas that may be serving military bases 
where a school-building problem exists. That would not be judged as 
a critical area by the President, but they would be recognized as one 
of those areas that are essential for national defense. That is the 
general plan. 

Senator Hitz. I would like you to think carefully now. How much 
does this language that you suggest here change the original intent of 
and purpose of the basic act? 

Dr. LinpMan. The critical areas will not change the basic intent 
or purpose of the act, in my judgment, since that will simply mean 
that we will reserve some money for such areas as the Savannah River 
and Paducah, and they will have to meet the basic entitlements of the 
act itself before they are entitled to assistance, even though they are 
judged as critical. 

The only difference as I see it is that certain kinds of projects, pos- 
sibly those serv ing a reclamation project, or other projects which are 
not clearly defense-connected at this time, would be given a lower 
priority on the scale as compared with those that are serving aircraft 
factories, military bases, and so on. 

Senator Haypren. As an illustration there, where there would be 
nontaxable Federal lands within the district, that would bring them 
within the scope of the bill? 

Dr. LinpMan. That is right. 

Senator Hayven. But where that district is a long way from a place 
where they are training soldiers or Army men or something else, you 
put them in a sec ondary place and try to take care of the children that 
come in. 

Mr. Lattywuire. The Parker Dam reclamation project would be 
in that category, Senator, in Arizona. 

81646—51——-37 
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RECAPITULATION OF SUPPLEMENTAL REQUEST 


Senator Hixi. Let me ask you this one question: What is your 
budget estimate for your 1952 regular appropriation? How much 
has the Budget allowed you? 

Dr. LinpMan. For construction ? 

Senator Huw. Yes. 

Dr. LinpMan. $50,000,000 additional money. There is also of 
course a $25,000,000 amount in there to cover contract authority au- 
thorized for this year. 

Senator Hitz. But the $25,000,000 is a part of the $46,000,000 ¢ 

Dr. LrypMAn. That is right. 

Senator Hii. In other words, then, if you get this $50,000,000 sup- 
plemental you have $46,000,000, and that is $96,000,000, and then the 
Budget has allowed you an additional $50,000,000 estimate for this 
coming fiscal year of 1952? 

Dr. LrnpMan. That is correct. 

Senator Hitz. Or about $146,000,000; is that right ? 

Dr. Linpman. Right. 


STATEMENT OF HON. HENRY C. DWORSHAK, UNITED STATES 
SENATOR FROM THE STATE OF IDAHO 


INDIAN SCHOOL SITUATION IN IDAHO 


Senator Haypen. We have with us to day also Senator Dworshak 
of Idaho, who I believe would like to be heard on this bill. 
Senator Dworshak, you may proceed. 


Senator Dworsnax. Mr. Chairman and gentlemen, I find myself in 
the peculiar position of appearing here to urge the ¢ approval of this 
$50,000,000 supplemental appropriation for implementing Publie Law 
815. However, I question whether the approval of that appropriation 
in full or in part will provide any rehef for several critical school 
situations in the State of Idaho. 


BLACKFOOT, IDAHO, PROBLEM 


When Public Law 815 was enacted it was assumed that some element 
of financial aid would be provided in areas where there had been an 
impact as a result of military installations, or some industrial instal- 
lation needed for national defense. But in the case of one school in 
Idaho—Blackfoot, Idaho—which is listed with an entitlement of 
$302,665 in Federal funds, $741,000 of local funds, for a total of 
$1,043,665, with a tentative priority index of 41.8, I doubt whether it 
will help much. Under the formula which is used by the bureaus which 
supervise and administer this law they gave 100 percent of the entitle- 
ment to a certain number of high-priority districts or schools and 
nothing to others. In the instance of Blackfoot we find that they have 
about 200 school children and about 200 children from families where 
the father is working at the atomic reactor plant near Arco, Idaho. 
Yet we find a priority rating of only 41.8. 

Prior to the enactment of Public Law 815 the Bureau of Indian 
Affairs had negotiated for months and months with the school district 
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at Blackfoot, recognizing an obligation to contribute something to- 

yard the construction of additional school facilities to take care of 
200 Indian school children. But since the enactment of Public Law 
815 the Bureau of Indian Affairs, for some reason or other—not 
justifiable as far as I can see side-stepped its responsibility and 
said that if any construction aid from the Federal Government is 
to be made available it would have to come under Public Law 815. 

I might point out that on next Monday the superintendent of schools 
and one or two members of the school board of Blackfoot are coming 
here to issue an ultimatum that something must be done instead of 
merely making these promises, or the school facilities in Blackfoot 
will be denied to the Indian children. I hope that step is not taken, 
but so far as I am concerned I think there must be some peculiar 
formula used, because it seems unreasonable to contend that we have 
to get $300,000,000 or a half a billion dollars in order to provide 
some Federal aid, merely because according to a certain formula— 
maybe it is in the law, I don’t know—a school rates only 41.8. 


AVAILABILITY OF FUNDS 


As has been said during the preceding part of this hearing $46,- 
500,000 will be available for this current year, and I erent 
the Budget Bureau has asked for $50,000,000 for next year and a 
supplemental of $50,000,000. But even if all of these Riad are fur- 
nished there will be only a few of the high-priority school districts 
which will receive any aid. 

I certainly want to point out that it seems peculiar that the Bureau 
of Indian Affairs can evade its responsibilities which have been 
acknowledged in the past, and refuse to contribute funds to the con- 
struction of school facilities needed partially for Indian children. 

Senator Haypren. Might I interrupt there ? 

Senator DworsHax. Yes. 

Senator Haypen. Is it the idea that the enactment of this legis- 
lation takes away the responsibility that the Bureau of Indian Affairs 
had in one instance, and the Bureau of Reclamation had in another, 
and the Navy had in another, or the Army had in another, and put 
it all in one? 

Dr. LinpMan. That is the general purpose. 

Senator Hitz. That was one reason for the passing of the act, that 
you have several different agencies making contr ibutions of some kind 
to the schools. And this act was to consolidate it all and put it under 
one bureau, under the Bureau of Education. 

Senator Haypen. I developed that here in this committee by request 
that the staff prepare a statement showing the various appropriations 
made to various agencies, and their expenditures for school purposes, 
and found that there was a great variation in the amounts of money, 
and in the rate of compensation. One agency would pay much more 
than another. And we gathered that information here, and it was 
transmitted to the Committee on Education and Labor. 

I assume then that what you tried to do was to put it all in one pot 
under one roof. 

Dr. Linpman. That is right, Senator. 
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Senator Dworsuak. And obtain uniformity in making these con- 
tributions from the Federal Government. But judging from the list 
to which reference was made a little while ago by members of this 
committee, the ratio is entirely different in the computations made for 
the various States. I call attention to the figures for Idaho, for in- 
stance, where the Federal funds amount to $1,369,909, and the local 
funds to $1,540,959., indicating that the local school districts are 
oe more than the Federal aid; whereas in some States the 

ederal contribution is two to six times as much as the local con- 
tribution. 

I can appreciate the fact that local conditions may vary, justifying 
such allocations, but insofar as Idaho is concerned, I do know 
because I have given a lot of attention to these problems during the 
past 6 months, and I can sympathize with the problems confronting 
many of the school districts which find themselves faced with the 
necessity of providing school facilities and building new schools. They 
have taxed to the limit of the school district under the law, and yet 
they are unable to provide these facilities because they cannot get a 
high enough priority rating to participate in the funds which have 
already been made available. If they have to wait another year or 
5 years in order to get any money I do not know who is going to pro- 
vide facilities for the Indian children and for several hundred chil- 
dren from families employed at the Atomic Reactor Plant. In this 
particular case—and there are others in Idaho—but in this particular 
instance I can see no reason for the Federal Government following 
some formula which denies that school district the funds for build- 
ing or providing additional school facilities. And I find myself in the 
position of urging approval of the supplemental request although I 
recognize under the existing priority lists there will probably be no 
funds available for this particular school and for several others, in- 
cluding Pocatello and Kamiah. 

‘ Now, I may find out why this formula that is used would set up 
an inequitable situation, but certainly something ought to be done 
to make good on the commitments made by the Federal Government 
under Public Law 815 or go back to the old system and require the 
Bureau of Indian Affairs to provide facilities for the proper educa- 
tion of Indian children. 

Senator Haypen. I think the Bureau of Indian Affairs had a perfect 
clearance in this matter because it says: 

Such portion of the appropriations of any other department or agency for the 
fiscal year ending June 30, 1951, as the Director of the Bureau of the Budget 
determines to be available for the same purposes as this title shall, except to 
the extent necessary to carry out during such years contracts made prior to 
the enactment of this act, be transferred to the Commissioner for use by him in 
carrying out such purposes. 

In other words, if there is any money left over in the Army, Navy, 
or the Reclamation Service or Indian Service it has to be all put into 
one pot. 

Mr. Littywurre. And next year they cannot spend any. 

Senator Mayranx. I am not criticizing you, | am criticizing the 
law. I can understand what Senator Dworshak is saying when I 
look at this list and see the differences. 
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Senator DworsHak. Gentlemen, something must be done. Cer- 
tainly there has to"be a reappraisal made of this program because the 
Government, as the Senator from Alabama has pointed out, cannot 
appropriate a half billion dollars and yet fail miserably in fulfilling 
the objectives which were envisioned when Public Law 815 was passed. 

Thank you. 

Senator Haypen. Thank you, Senator, it has been a pleasure to have 
you. 


ExpEeNseEs OF DereNse Propucrion 


STATEMENTS OF R. W. GREGORY, ASSISTANT COMMISSIONER FOR 
VOCATIONAL EDUCATION, FEDERAL SECURITY AGENCY; AND 
RUFUS E. MILES, JR., ASSISTANT ADMINISTRATOR FOR DEFENSE 
ACTIVITIES, FEDERAL SECURITY AGENCY; AND M. S. STEPHENS, 
BUDGET OFFICER, FEDERAL SECURITY AGENCY 


JUSTIFICATION 


Senator Haypen. We have time to take up one other matter now, 
concerning the Office of the Administrator, requesting $1,068,000, and 
that is for expenses of defense production. The justification states 
that the $1,000,000 was for a grant for training workers for defense 
production. 

Mr. Srernens. Dr. Gregory and Mr. Miles will present that, Mr. 
Chairman. 

Senator Haypen. I shall insert the justification at this point. 

(The justification follows :) 


FEDERAL SECURITY AGENCY, OFFICE OF THE ADMINISTRATOR 
Erpenses of defense production (allocation to Federal Security Agency) 
Appropriation to date___~--- Ckclinsamniee asia --. *$25, 000 


Request (for 3 months from Apr. 1, 1951) _—- ; _. 1, 068, 000 
Employment: Number involved this estimate______- ca 45 


1 Allocated Feb. 28, 1951, from “Expenses of defense production, Executive Office of 
the President.” 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Claimant agency activities 

The Federal Security Agency has been delegated responsibility as claimant 
agency to Defense Production Administration with respect to domestic require- 
ment for and distribution of materials in scarce supply in the fields of health, 
education, welfare, and recreation. Hundreds of inquiries are now being re- 
ceived from institutions and State and local agencies in the above fields with 
respect to their requirements. The major portion of this function will have to 
be borne from existing appropriations, but some additional funds will be required 
for assistance in areas where the additional duties cannot be absorbed. 
Defense training 

The sum of $1 million is requested for grants for training of workers for 
defense production. No funds are presently available for this purpose. Grow- 
ing shortages of trained manpower exists in defense industrial centers. Train- 
ing and retraining programs are expanding beyond the ability of local school 
districts to finance them. No funds are currently available in the Federal 
Security Agency to meet the requests which are being received for assistance 
in this area. Firmed requests now on hand total $954,758. 
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FEDERAL SECURITY AGENOY 
DEFENSE PRODUCTION ACTIVITIES 


FEDERAL SECURITY ADMINISTRATOR 
1. General supervision of program and liaison with 
Defense Production Administration. 
2. Claimant Agency functions in Recreational field. 


SOCIAL SECURITY OFFICE OF EDUCA- PUBLIC HEALTH 
ADMINISTRATION TION SERVICE 
1. Claimant Agency func- 1. Claimant Agency func- 1, Claimant Agency func- 
tions in Welfare field. tions in connection tions in Health field. 
with school construc- 
tion and the whole Ed- 
ucational field. 


. Training of defense 
workers. 


EXPENSES OF NATIONAL Propucrion (ALLOCATION TO FepEeRAL Security AGENCY) 
AUTHORITY 


I. Claimant agency operations 

The Defense Production Act of 1950 (Public Law 774, 81st Cong.), as imple- 
mented by Executive Orders 10161 and 10200 and Department of Commerce 
Order 127, places with the Federal Security Agency responsibility to serve as a 
claimant agency to the Defense Production Administration with respect to 
domestic requirements for and distribution of materials, supplies, and equip- 
ment needed in the fields of health, education, welfare, and recreation. 

1. The Defense Production Act of 1950.—Section 101: “The President is hereby 
authorized * * * (2) to allocate materials and facilities in such manner, 
upon such conditions, and to such extent as he shall deem necessary or appro- 
priate to promote the national defense.” 

2. Executive Order 10161.—Section 101: “The functions conferred upon the 
President by title I of the Defense Production Act of 1950 are hereby delegated 
as follows: * * * (d) To the Secretary of Commerce with respect to all 
materials and facilities except as provided in paragraphs (a), (b), (¢) of this 
section 101.” , 

Section 103: “(b) Each delegate under section 101 of this Executive order 
may, with the approval of the Chairman of the National Security Resources 
Board, designate agencies and officers of the Government, additional to the 
claimants referred to in section 103 (a) of this Executive order, to be claimants 
before such delegate with respect to stated materials and facilities.” 

3. Department of Commerce Order 127, dated September 9, 1950.—“* * * 
the following officers and agencies of the Government, having been approved by 
the National Security Resources Board, are hereby designated as claimants 
before the Secretary of Commerce: (15) The Administrator of the Federal Secu- 
rity Agency with respect to school and hospital construction other than veterans’ 
hospitals, and the domestic distribution of supplies and equipment needed in the 
fields of health, education, welfare, recreation, and related activities; * * *.” 

4. Executive Order 10200, dated January 8, 1951-—Section 1: “(a) There is 
hereby created an agency which shall be known as the Defense Production 
Administration. (b) There shall be at the head of the Defense Production 
Administration a Defense Production Administrator, hereinafter referred to as 
the Administrator,. * * *,” 

Section 2: “(a) There are hereby delegated to the Administrator the functions 
eonferred upon the President by titles I and II * * * of the Defense Pro- 
duction Act of 1950 (relating, respectively, to priorities and allocations, requisi- 
tioning, and voluntary agreements) which were by the provisions of part I, 
* * * of Executive Order 10161 of September 9, 1950, delegated to the Secre- 
tary of Commerce, * * *; and the said delegations made by the said Execu- 
tive Order 10161 are hereby terminated accordingly.” 
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Section 2: “(c) In carrying out the functions delegated or otherwise assigned 
to him by ‘the foregoing provisions of this Executive order, the Atministrator 
shall: (1) Pending the further order of the President or’ Director of Defense 
Mobilization, and excluding the duties set forth in paragraphs (2) to (5), inelu- 
sive, immediately below, provide by redelegation or otherwise for the perform- 
ance of the said functions by the respective officers and agencies to whom the 
said functions were delegated by the said Executive Order No. 10161 and their 
delegates.” 

5. Defense Production Administration, Delegation No. 1.—‘‘1. The functions 
conferred upon the President by title I of the Defense Production Act of 1950 
are hereby delegated to the same officers and agencies to whom the said func- 
tions were delegated by section 101 of Executive Order 10161, issued on September 
9, 1950 (F. R. Doc. 50-8018), * * *.” 

II. Defense training activities 

1. Executive Order 10161.—Section 601: “The Secretary of Labor shall utilize 
the functions vested in him so as to meet most effectively the labor needs of 
defense industry and essential civilian employment, and to this end he shall: 
* * * (¢c) Formulate plans, programs, and policies for meeting defense and 
essential civilian labor requirements.” 

2. Presidentially approved memorandum of September 9, 1950, from Director 
of the Budget concerning training defense workers.—‘‘11. An agreement has been 
reached between the Department of Labor and the Federal Security Agency 
regarding certain of the responsibilities of each in the training of defense 
workers. This understanding further defines section 601 (c). The Labor posi- 
tion would use the following language with respect to training: “The identifica- 
tion of training needs for defense activities.’ 

“The Federal Security Agency position included the following language: ‘The 
Federal Security Administration, through the Office of Education, shall develop 
plans and programs for the education and training, in groups or classes under 
organized educational auspices, of personnel needed for work in occupations 
essential to the national defense.’ ” 

3. Letter dated February 21, 1951, from Director of Defense Mobilization to 
Federal Security Administrator.— 

“Tt is essential that the Federal Security Agency should make maximum use 
of its organization, facilities, and resources in meeting the needs of our expand- 
ing and critical defense program. The Federal Security Agency can and should 
bear the following responsibilities, as well as others that may arise: * * * 

“2. Assure that effective use is made of the Nation's resources for training and 
education, in groups and classes under organized educational auspices, to meet 
established defense training needs.” 


RESPONSIBILITIES AND PURPOSES 


I. Claimant agency operations 

This responsibility requires the development of accurate estimates of the 
amounts of materials to be used in the construction, repair, and operation of 
schools, hospitals, and other health, education, welfare, and recreation activities 
throughout the country. 

Schools, hospitals, and other institutions are already experiencing great 
difficulty in obtaining necessary materials for construction and operation. 

A coordinated agency approach to handling of the claimant agency function is 
essential. Many institutions and governmental organizations seeking critical 
materials are included in more than one of the fields for which the Federal 
Security Agency has statutory responsibility. 

The determination of requirements in the fields for which the Federal Security 
Agency has clear responsibility is a very substantial undertaking covering many 
of the functions performed by the Office of Civilian Supply of the War Produe- 
tion Board during World War II. It involves the establishment of criteria, and 
determination of relative need with respect to programs and activities assigned 
to this Agency. 

II. Defense training activities 

It will be necessary for the Office of Education to secure from the Department 
of Labor, certification to the effect that (A) authorities, agencies, or establish- 
ments applying for training programs are engaged in (1) defense production or, 
(2) an essential civilian production or activity ; (B) such authorities, agencies, or 
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establishments have need for additional workers in categories as to occupations 
and skills which cannot be supplied by the Department of Labor, and.as a.,con-, 


sequence, such needs are interpreted-as constituting a.definite identifiable need 
for training. 


Expenses of defense production, 1951 (allocation to Federal Security Agency) 
OBLIGATIONS BY OBJECTS 


| 
Additional 
Estimates to} Fiscal year | requirements 
Mar. 31, 1951 1951 to complete 


Total number of permanent positions 45 
Full-time equivalent of all other positions 5 
Average number of all employees. -.-__..............-...-...-.- 50 


Personal services: 
Permanent positions___-___- $18, 700 $67, 700 
Part-time and temporary positions 4, 000 16, 000 


en ene War eeeet.. og oo eS ae eS 22, 700 83, 700 
8, 000 








OBLIGATIONS BY ACTIVITIES 





Additional 
Estimates to| Fiscal year | requirements 
Mar. 31, 1951 1951 to complete 
year 


BY MAJOR ORCANIZATIONAL UNIT 


1. Office of Administrator. diatetod 
2. Office of Education_-._.........._.. 


25, 000 








I. CLAIMANT AGENCY OPERATION 
Plan of operation 


The claimant agency function as it affects the Agency cannot be most effectually 
carried out on a unilateral basis. In the interest of providing the necessary 
services most economically, it is proposed to utilize existing skills in the various 
bureaus of the Agency affected by the responsibilities which have been delegated 
to us. This will necessitate absorption by the Agency of the major costs neces- 
sitated by these new duties. 

Some additional funds will be necessary, however, in order to secure the most 
efficiency from the investment of substantial services being diverted from normal 
Agency operations. 

As a means of accomplishing the duties delegated to us in the most economical 
manner, it is proposed to assign to the Administrator’s staff a small group of 
highly mobile specialists in our pertinent fields; one professional person and 
clerk-stenographer to each of our 10 regional offices to deal directly with the 
regional offices of National Production Authority to assist in getting necessary 
materials and supplies for schools, hospitals, etc.; and a small group of minor 
statistical, secretarial, and clerical personnel. The purpose of this small staff 
will be to insure the efficient and economical development of a unified and co- 
ordinated operating relationship among the constituent units of the Federal 
Security Agency, States, municipalities, and other interests concerned with health, 
welfare, and education. 

As a means of drawing on the knowledge of recognized experts without adding 
large numbers of employees to the regular Federal pay roll, the Agency proposes 
to contract with specialists in these fields for consultation fer -short periods, 
thus acquiring at nominal expenses the benefit of experienced professional advice. 
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Fields to be covered 


Education.—There are 175,000 public and nonpublic elementary and secondary 
schools which employ 1,035,000 teachers and enroll 29,800,000 pupils. Approxi- 
mately 15,000 secondary schools operate programs of vocational education. Some 
13,000 of these schools trained approximately 11,500,000 war production workers 
during World War II. It is expected that these schools, plus 368 institutions 
of higher education which operate training programs for Reserve officers for 
our Armed Forces, will be materially expanded during the coming months to 
meet the growing needs of defense production plants and the Armed Forces. 

More than 400 applications have already been received for grants for school 
eonstruction since the passage by the last Congress of Public Laws 815 and 874. 
In the face of tightening controls of scarce materials, these and many more 
projects will have to be served by the Federal Security Agency as claimant 
agency. 

Public health.—It is assumed that activities in this category will embrace all 
functions relevant to the maintenance of the health of the civilian community. 

ixamples of activities which will have to be served by the Federal Security 
Agency in a claimant-agency capacity are as follows: 


Federal Government : 
Marine hospitals 
Bureau of Prison hospitals 
Indian Service hospitals 
Research laboratories 
State and local governments and nonprofit institutions and organizations: 
Hespitals 
Health departments 
Research grantees 
Civil-defense organizations 
Private practice and small business: 
Physicians 
Nurses 
Dentists 
Nursing homes 
Pharmacies 
Opticians 


Welfare.—All welfare activities, regardless of sponsorship, are included—Fed- 
eral, State, local, county, religious, fraternal, charitable, and nonprofit. There 
are over 2,000 nongovernmental institutions for the aged alone. An even larger 
number of institutions for the aged are under some form of public operation 
or control. 

Inasmuch as the Federal Security Agency has no direct operating responsi- 
bilities in the over-all welfare field, such as exists in the health and education 
fields, nearly all work incident to this activity will represent a pioneering effort. 
Much of the early effort of the proposed Administrator’s task force will, no 
doubt, have to be directed toward the welfare field. 


Summary of request 





| 


| Positions Amount 


Personal services. ........--.... Ath wae tmbeewoneidwena ‘ $49, 000 
Consultants. _- sill 12, 000 
Travel Sead: Se pieidte als no asics taal lnun aseoeadngtdcutied a 6, 000 
COURAIRIONOIIIE 5. so ones cm cntds eo cuetue gous 1, 000 


EE CEL cic eceuatude aqdecanseses withaiauaeueabe aes 68, 000 


The above tabulation indicates the manner in which the funds requested would 
be expended. 

The 45 positions would be assigned to the Administrator’s staff as a highly 
mobile and versatile task force to effect a unified operation and when required 
assist the various bureaus over peak workloads. 

Approximately $12,000 would be expended for services of specialists for short 
contractual periods. 
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The major portion of the travel expenditures of $6,000 would be for the usual 
travel and per diem expenses of consultants and a nominal amount for necessary 
staff travel. 

An amount of $1,000 is conservatively estimated for communication services 
to cover long-distance telephone calls, telegraphic and toll charges to conserve 
traveling expenses and when mail service is not adequate. 


II, DEFENSE TRAINING 


The Bureau of the Budget Director’s memorandum of September 9, 1950, 
indicated that the Federal Security Agency, through the Office of Education, 
would develop plans and programs for the education and training, in groups 
or classes under organized educational auspices, of personnel needed for work 
in occupations essential to defense industries and essential civilian employment. 

There is a State board for vocational education in each State staffed with 
qualified administrative and supervisory personnel experienced in the organi- 
zation and operation of adult vocational training programs. These State 
boards have the advantage of over 30 years’ experience in a functioning mecha- 
nism of Federal, State, and local cooperation in the operation of training 
programs utilizing the personnel, equipment, and facilities of the public educa- 
tional systems of the Nation. During the mobilization period, 1940 to 1945, the 
facilities of the public vocational schools were utilized through these State 
boards to train over seven and a half million workers for war production 
industries and for military establishments. 

The Bureau of Employment Security reports growing shortages in the Nation’s 
industrial centers as employers recruit manpower for defense production. 
Heaviest, hard-to-fill demand continues in skilled and semiskilled activities. 
Training and retraining programs to meet specified skills required by aircraft, 
tank, electronic, and ordnance plants, together with governmental operated 
navy yards and military depots, are developing in the various States to a 
point where they cannot be extended and maintained through local school 
finance and currently State appropriated funds. The full utilization of the 
highest skills of plant workers and the voluntary transfer of workers to defense 
producing industries will require extensive training programs for large numbers 
of newly hired workers. This will require in the various States five types of 
training programs, as follows: 

1. Specific and intensive training for definite payroll jobs in essential 
industries to persons in those occupations without previous experience, 
newly hired or available for placement upon completion of such training. 

2. Refresher and transfer training to workers not now employed in 
essential occupations who have had previous training or experience in the 
occupations required. 

3. Upgrading training to present and expanded labor forces in essential 
industries. 

4. Instructor training and the development of instructional materials for 
an expanded staff of vocational teachers required by an extensive program 
of training essential workers. 

5. Supervisory training for personnel in essential industries such as 
supervisors, foremen, leadmen, set-up men, and allied personnel. 


Local vocational schools and State boards for vocational education have been 
subject to increasing pressure by defense industries for programs of training 
since early August 1950. 

State and local boards have undertaken to meet this growing demand by 
utilizing to the maximum vocational education funds that could be made avail- 
able. These funds from Federal, State, and local sources are becoming exhausted 
and the local schools are face-to-face with a critical situation. Unless funds 
are forthcoming from Federal sources they will be forced to curtail existing 
defense training programs and will be unable to meet mounting demands from ° 
defense industries. 

As a result State boards for vocational education in the States where the 
situations have become most critical have appealed to the United States Office 
of Education for assistance and have submitted budget requests for financial aid. 

Firmed requests in hand at present total $954,758. We are requesting in this 
supplemental an appropriation of $1,000,000 to meet such requests. 
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Details of personal services 

Departmental : 
GS-16, executtive officer for defense activities_____._______ Seth gcetties $11, 200 
GS-15, recreation specialist 10, 000 
GS-14, liaison and coordinating officer (4) 35, 200 
GS-13, attorney 7, 600 
GS-11, research and statistical specialist ek i 5, 400 
GS-9, statistical analyst (2) _-- 9, 200 
GS-9, secretary and administrative assistant 4, 600 
38-7, statistical clerk (7) i 21, 700 
GS-7, secretary (2) 6, 200 
GS-5, clerk-stenographer (4)- ; 12, 400 
er neey er NO ee ee a ncn eenge =» a ee 

Field: 

GS-14, field representative (10) 88, 000 
GS-4, clerk-stenographer (10) 5. . 28.5980 
Total, annual basis B : ~ 245,126 
Deduct lapses, 914 months_-_-_ By 2 4 194, 125 
; 49, 000 
Consultants ___~- : Be ae 12, 000 


Total, personal services_______-_--_~. . 61,000 
Estimated employment: 
March 31, 1951: 
Departmental ‘ 4 20 
Field a Datei wae : rae sas 20 
June 30, 1951: 
Departmental : 25 
Peed a ; . 3 20 


AMOUNT REQUESTED 


Mr. Mites. Mr. Chairman, my name is Rufus E. Miles, and I am 
Assistant Administrator for Defense Activities. The remaining item 
here is divided into two parts. One of the two parts I can dispose of, 
sir, I think in about 2 minutes. The one item is for $68,000, and the 
other is for $1,000,000 for defense training. 


ADMINISTRATION OF CRITICAL MATERIALS PROGRAM 


The $68,000 item is for a portion of the expenses necessary to carry 
out the responsibilities assigned to the Federal Security Agency by 
the Defense Production Administrator in order to act as a claimant 
for critical materials for schools, hospitals, and related activities. As 
a result of careful administration and the passage of time and other 
circumstances we are not going to appeal the-action of the House to 
strike out the $68,000 item. 

Senator Haypen. Then your discussion relates to the million 
dollars? 


DEFENSE TRAINING 


Mr. Mixes. It relates to the $1,000,000 for defense training, and I 
would like to have Dr. Gregory of the Office of Education speak on 
that item. 

Dr. Greeory. Mr. Chairman ? 

Senator Haypen. Dr. Gregory. 

Dr. Grecory. We requested through the Bureau of the Budget a 
million dollars for defense training activities for the final quarter of 
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this year. "The request was submitted to the Congress, and the House 
did not take affirmative action upon it. Due to the passage of time, 
however, in the fourth quarter we likewise would like to request that 
not the full million be restored, but that a proportionate amount, ap- 
proximately two-thirds of that amount, be restored to the appropria- 
tion bill. 

Senator Haypen. What have you done up to now for training 
workers for defense production ? 

Dr. Greeory. There has been no activity as far as the Federal Gov- 
ernment is concerned through special appropriations. But up to now 
the State boards for vocational education and the local schools where 
vocational programs under the provisions of the Smith-Hughes Act 
and the George-Barden Act have long been in operation, have been 
increasingly devoting such of their resources as they could pull loose 
from other obligations to the costs of training defense workers when 
and where such requests arose. 

We, of course, at the Federal level have no record of that activity 
other than as it has come to us by virtue of the fact that in certain 
local school districts they have exhausted or faced the day when they 
will hawe exhausted the residue of local and State funds that have 
been available, and will find it necessary to secure funds otherwise or 
else face the closing up of these training programs. 


SCHOOL PROGRAMS 


Senator Haypren. Do those schools generally close in the summer 
or does this kind of instruction go through the year ? 

Dr. Greeory. Yes, sir. During the last war when we conducted 
these same kinds of training programs they not only ran around the 
calendar 12 months of the year, but they ran around the clock 24 hours 
aday. We were open all the time where needed. 

Senator Haypren. The impression we get before this committee is 
that the appropriations made to expand the construction of materials 
needed for the war, and issues and so on, are being gradually aug- 
mented, but that it really is not in full swing at this time, and it will 
not be for some time to come, which would mean that the number of 
persons that would require training, unless you are to anticipate the 
needs, is not in existence today. The requirement is not here at the 
moment, but you expect it will be; is that the idea ? 

Dr. Greeory. It is very spotty in its development, Senator, and we 
have firm requests only in a very few instances. You are exactly right. 


STATE REQUESTS FOR DEFENSE TRAINING 


The requests upon which we based this million-dollar request came 
from only seven States: California, Connecticut, Kansas, Missouri, 
New Jersey, Rhode Island, and Washington. And those requests were 
for assistance for only 47 school centers of those States, and involved 
only 78 plants; and they involved the need for the training of only 
48,920 workers. 

Even though it is spotty in its development, where it does arise it is 
quite specific. 

This, I think, is a good illustration of the point you were making, 
and if we are to develop a training program, it ought to follow this 
kind of a development in defense production. 
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DEFENSE-TRAINING PROGRAM DURING WORLD WAR II 


Senator Haypren. Now, let me ask this: How much annually did we 
spend when the program was running full blast during the war for 
this purpose ? 

Dr. Grecory. We expended totally approximately $300,000,000 for 
the training of production workers in the industries making the imple- 
ments of war. That ran over a period of approximately 5 years. 
It started slowly. At the peak of that development we spent approxi- 
mately $100,000,000 in 1 year. We trained, if you may recall, seven 
and one-half million workers in that program over the entire span of 
that period for these industrial occupations. 


TRAINING PROCEDURES 


Senator Haypen. This training is primarily undertaken in con- 
nection with the school system ¢ 

Dr. Greeory. It is anticipated that if these funds are made avail- 
able, they will be handled in exactly the same manner, through the 
same channels, that we handle the regular Smith-Hughes and George- 
Barden funds. The funds would come to the Office of Education, 
they would be allocated to your respective State boards for vocational 
education and your respective State boards would deal directly with 
your local schools in arranging for and planning, the conditions 
under which these local training programs would operate. 


BUDGET FOR 1952 FISCAL YEAR PROGRAM IN PREPARATION 


Senator Haypen. There is another question I would like to ask: 
What do you have in the budget to accomplish this same objective 
beginning July 1 for the full fisce val year ¢ 

Ir. Sreruens That budget is in preparation right now. It has 
not ev ren left the Bureau of the Budget to come to the Congress. 

Senator Haypen. It has not. 

Mr. Sreruens. We just received instructions from the Bureau of 
the Budget for preparation of items of that nature for next year. 

Senator Haypen. Would anybody be willing to make a wild guess 
as to what sum of money would be required? What I am thinking 
about is if you are starting it now, between now and the 30th of June, 
of course, if it is going to amount anything it would gain mo- 
mentum during the next fiscal year. What rel: ationship “would 
million dollars have with the petals amount needed for the follow- 
ing 12 months? 

Dr. Grecory. We have been making a study of the whole matter, 
and in light of the fact that we have only had these specific requests 
for these few States it is extremely difficult to estimate. We made 
an analysis of the first year’s operation of the program in the other 

var. On the basis of the costs of that year, and on the basis of a 
costs that would probably now hold, to be comparable to that ye 
we would spend approximately $25,000,000. On the basis of piiting 
the number of persons trained to the dollars expended in defense 
production, and using the same factor at the beginning of the other 
war for this next year, we arrive at about a $23 000,000 ‘figure. That, 
I would say, Senator, would be high. 
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PROBLEM PRESENTED BY FULL LABOR FORCE 


We have an entirely different situation now that makes it extremely 
difficult. We have a full labor force now. The Director of Defense 
Mobilization estimates that we need to add from three to four million 
additional workers to our labor force. At the beginning of the other 
war we had only about 45,000,000 people in the labor force, and we 
finally built it up to 62,000,000 or 63,000,000. We had much further 
to go then than it is perhaps necessary for us to go now. 

Senator Haypen. The other thing is true, too: That the period of 
time that has elapsed since most men were employed in defense pro- 
duction and when they would again go into it is so short that there 
are a great many persons who acquired skills then who now have 
them. 

Dr. Grecory. That is right. 

Senator Haypen. You should not have as many people who are 
utterly lacking in basic training in that regard. 

Dr. Grecory. You are correct. You may recall that we were re- 
quired at the beginning of the program for World War ITI to take a 
certain proportion of the people who were trained from the WPA 
rolls. They were absolutely unemployed. In addition to that we 
were required to take a certain percentage from the NYA rolls, peo- 
ple who had never had employment. And we did face an entirely dif- 
ferent situation then from the one we face now. 

Frankly, it is almost impossible to make a very firm estimate of 
what would be required in 1952. 

Senator Haypen. Well, if we are in a cold war rather than a real 
war, that is one thing. That ought to cut it in half. Then the rate 
at which we are progressing means that they do not expect to get into 
heavy employment in defense industries for at least another year. 
They are ready to go, but they haven’t really gotten at it yet. What 
they are doing now is tooling up rather than actually producing ma- 
terials that will be needed. 

Under those circumstances again, if I were to make a guess, if you 
are talking about a million dollars now it would seem to me you 
would probably need $4,000,000 or $5,000,000 in the next fiscal year. 


1952 BUDGET AMOUNT ALLOCATED FOR DEFENSE TRAINING OUT OF GEORGE- 
BARDEN FUNDS 


Mr. Sreruens. I should have gone further in my remarks. When 
the Bureau of the Budget estimated our regular 1952 budget, they in- 
cluded as part of the George-Barden money $10,000,000 for defense 
training in 1952. They sent that estimate for the whole amount and 
earmarked, by provision in the regular George-Barden money, $10,- 
000,000 specifically for defense training. That provision has been 
eliminated in the House. It has not been acted on in the Senate in 
our regular subcommittee which handles the regular annual 1952 bill. 
So the Budget did, prior to the time this estimate was in the making, 
send up $10,000,000 for 1952 as a part of that. 

And from a comparable standpoint, considering $1,000,000 for one 
quarter this year, it would bloom up, as you so ably mentioned, and 
would probably reach about $10,000,000 in 1952. That was their cal- 
culation when that was done along the 1st of January. 
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Senator Haypen. Of course you would not know what if anything 
the Senate would grant, because the House did not grant the $10,- 
000,000. 

Mr. Srepuens. That is right. 

Senator Haypven. The regular budget estimate states: 

Provided further, That $10,000,000 of this appropriation shall be available only 
for defense training and training for essential civilian employment, as deter- 
mined by the Office of Defense Manpower, including grants or payments to States, 


or educational institutions for such training without regard to the provisions of 
law cited above. 


That was left out. Did you get the money without that provision ? 
HOUSE ACTION ON 1952 BUDGET ESTIMATE 


Mr. Sreruens. We didn’t get all of it, Senator. There was $19,- 
842,000 sent up, 10 million of which was for defense training. The 
House made it $18,223,261 and made it all applicable to regular voca- 
tional education. They did cut out one of the four categories: That 
is distributive occupation. But they provided in the House action 
$18,223,261, all in the regular “George-Barden” appropriation, and 
didn’t earmark any of it for defense training. 

Senator Haypren. Well, would it be possible for the Senate in han- 
dling the bill to divert part of that money to defense training, or is 
it desirable to leave it just as the bill passed the House and add 
more money to the bill up here ¢ 

Mr. Steruens. You see, the House restored it. The Senate regu- 
lar committee meets tomorrow, at which time they will go into the 
matter of the $10,000,000 for defense training. If they should restore 
the $10,000,000 they could, of course, add it to the “$18,000,000 the 
House has provided, or they could restore the language submitted 
by the Bureau of the Budget and provide some figure of $8,000,000 
or $10,000,000 for the defense training and the remainder for the 
regular George-Barden funds. 

The House has by its report indicated that they did not want to 
disturb the regular operations of the George-Barden program. 

Senator Haypen. How does that $18,000,000 compare with the 
amount for the George-Barden program last year ? 


1951 APPROPRIATION 


Mr. Srernens. About $1,795,000 less. It was $19,842,000 the year 
before, and this report cut out one phase, the “Distributive occupa- 
tion,” which was $1,795,000. 

Senator Haynen. So as far as the action of the House is concerned, 
it provided you with a little less money for the regular program and 
omitted this directive that $10,000,000 of it should be applied in this 
way. So if the money is provided in this way and the regular pro- 
gram is carried on, it will be necessary to add this money to that? 

Dr. Gregory. That is right. They indicated in their hearing report 
in arriving at this judgment that they were loath to disturb the base. 

The fine record the schools made in the other war in the development 
and operation of these training programs, I think, in large measure 
can be charged to the fact that for 30 years the F ederal Government 
and the State governments had been building these local programs of 
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vocational education. Now, we were the beneficiaries. We, the 
people, were the beneficiaries of all of that because we just moved in 
and utilized the State people, utilized the leeal.teachers, the. local 
coordinators, the local supervisors, the equipment, the know-how, and 
almost overnight started and operated that great defense training 
program. ; 

Now, the House was loath to disturb that base, as they said, and 
therefore returned the figure to the amount for the regular program. 

Senator Haypen. Well, the House report winds up with the 
statement: 


As defense production gains momentum it is inescapable that some of those 
same things will have again to be faced. 


But they did not face them. 
SAVINGS TO GOVERNMENT UNDER DEFENSE TRAINING PROGRAM 


Mr. Mixxs. I would like to give just one example of the way in 
which defense training may save the Government money. 

For example, in a city like San Diego, where the labor market is 
already very tight, when they need to bring in additional workers 
from outside of San Diego it puts a very heavy burden on housing, 
community facilities, services, and so on. Now, if the Government 
has to provide Federal funds for the building, the construction, of 
additional community facilities and services and additional housing 
in San Diego, then it is going to cost the Government more than as if 
the labor market in San Diego is fully utilized by having women from 
San Diego trained and working in the aircraft factories. 

It is my understanding that in San Diego at the present time there 
are large numbers of women who are available for this type of defense 
training. Some of them have already gone through training courses 
and are now working in factories. 

To the extent that local residents are trained and put in the factories 
rather than bringing in a big new influx from outside of the area, I 
think eventually the Federal Government’s money would be saved. 

Mr. Chairman, I would like to make ‘just one more comment, and 
that is that with respect to the House bill, there was a provision 
included that any appropriation to any department, agency, or cor- 
poration in the executive branch of the Government for salaries and 
expenses shall be available for the discharge of responsibilities relat- 
ing to the national defense assigned to such department, agency, or 
corporation, by or pursuant to law. 

Senator Haypen. That is just the next question I was going to ask 
you. Have you any money lying loose around the department so 
that if that provision alone were in effect you could use it? Because 
apparently it is restricted by an amount of monéy, and I do not believe 
that your agency is even mentioned in the paragraph. 

Mr. Mirzs. No, sir. 

Senator Haypen. If it mentioned your agency and increased that 
sum in the second paragraph, how much money have you that you 
could divert to this purpose of other activities in the agency ? 

Mr. Mixxs. I think it would be necessary to modify that so that 
other than salaries and expense appropriations would be available. 
Perhaps Mr. Stephens has something on that. 
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ABSORPTION OF DEFENSE ACTIVITIES OUT OF AGENCY FUNDS 


Mr. Sreruens. There are two phases. The provision Mr. Miles 
just read prov ides for the absor ption of a lot of so-called defense 
activities like the work that our Public Health and the Office of Edu- 

‘ation and some of the others are doing to catalog and make known 
to production authorities the needs for schools and hospitals. The 
one thing you had in mind was, and which will require a special 
provision: Is there any money around that could be made applicable 
to this defense training? 

Senator Hayven. That is what I am getting at. 


UNOBLIGATED AMOUNT OF GEORGE-BARDEN FUNDS 


Mr. Sreruens. We do have in the regular George-Barden funds 
for this year some money that is going to revert at the end of June 
tothe Treasurer. It will not be used. ‘That could be by a provision— 
an additional provision like the one that applies to Agriculture and 
those others—take care of it. If that provision were inserted, you 
could make available to this defense training in these critical areas 
the amount of money we have left in the George-Barden funds which 
will not be used. 

Senator Haypen. How much would that be? 

Mr. Srernens. Between $350,000 and $450,000. That money is 
going to revert. If the Senate committee and the Congress thinks 
well enough of this defense training, which we believe is essential, they 
could by provision—and I have provided Mr. Smith with a copy of 
the provision with the lien and place it can go—authorize the Office 
of Education to divert $350,000 to $450,000, or I think we would be 
safe in saying $400,000, to defense training for these next 214 months 
or 2 months in order to provide relief in those critical areas. 

The way we are trying to build hospitals and community facilities 
and schools, the very situation we talked about for an hour almost, 
would be aggravated if they do bring in a lot of defense workers. 
But if local people who already have homes and whose children already 
have a place to go to school, if they can be trained, then that other 
situation would not. be aggravated. 

Senator Haypren. You say you have supplied the clerk with that 
language? 

Mr. Srernens. Yes; the clerk has it. 

Dr. Grecorv. May I make this additional statement: You note that 
we have not asked for any administrative money for the remainder 
of this year. We are proposing to handle the work that it will be 
necessary to do with the regular staff members whom we now have 
on our rolls. Asa consequence we did not ask and are not asking for 
any additional administrative money for the remainder of this year. 

Senator Haven. It will be required, however, in the next fiscal year 
when the program is expanded ? 

Dr. Greeory. Yes, sir. 

Senator Haypen. V ery well, gentlemen, thank you for the informa- 
tion you have give us. 
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Derense FisHertes ADMINISTRATION, DEPARTMENT OF INTERIOR 


TELEGRAM FROM NATIONAL FISHERIES INSTITUTE 
(See p. 168) 


Senator Satronsraty. Mr. Chairman, I have a telegram statin 
the position of the fisheries industry in relation to this item, and 
would like to have this information inserted in the record for consid- 
eration. 

Senator Haypen. Without objection, the telegram will be recorded. 

(The telegram follows :) 


WATERBURY, CONN., April 14, 1951. 
Senator LEVERETT SALTONSTALL, 
Senate Office Building: 

The following wire has been sent Senator McKellar as chairman of the Senate 
Committee on Appropriations: “Whereas under the current mobilization pro- 
gram the fishing industry is ready and able to provide vital supplies of food 
and byproducts as it did in World War II, and whereas the full accomplish- 
ment of this purpose requires a recognition within the Government of the 
problems and handicaps facing the industry under a system of emergency con- 
trols and regulations, and whereas there has been established within the De- 
partment of the Interior a Defense Fisheries Administration designed to sup- 
port the efforts of the fishing industry in attaining maximum production during 
the emergency : Therefore be it 

“Resolved by the National Fisheries Institute in convention assembled, That 
the Congress of the United States is urged to provide adequate appropriations 
to enable the Defense Fisheries Administration to carry out the purposes for 
which it was established. 

“Your favorable consideration for the recommendation of our industry will 
be appreciated. Signed: Irving Usen, president; W. Wade Ambrose, secretary ; 
National Fisheries Institute, Inc.” 

We understand that appropriations for Defense Fisheries Administration as 
passed by the House would necessitate closing all field offices of Defense Fish- 
eries Administration and a cut-back in Defense Fisheries Administration activi- 
ties in Washington. Urge your assistance in the vital matter. 

CHARLES FE. JACKSON, 
RAYMOND B. STEExx, 
National Fisheries Institute, Inc. 


SUPPORT OF APPROPRIATIONS FOR DEFENSE FISHERIES ADMINISTRATION 


Senator Haypgen. Senator Willis Smith also has received a telegram 
in relation to this matter and it shall, without objection, be made part 
of the record. 

(The telegram follows :) 


Boston, MAss., April 11, 1951, 
Senator WILLIs SMITH, 
United States Senate, Washington, D. C.: 


While attending the National Fisheries Institute convention in Boston, we 
received information to effect that request for appropriations for work of De- 
fense Fisheries Administration had been drastically cut by House Appropria- 
tions Committee. We urgently request that appropriations be increased in line 
with request as fishery industry is in urgent need of the facilities of this agency. 
Your active and prompt support will be appreciated. 

Grorce R, WALLACE. 


(Whereupon, at 6 p. m., Wednesday, April 18, 1951, the hearing 
was recessed until 10 a. m., Thursday, April 19, 1951.) 





